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Defeat or Opportunity ? 


7» and by itself, the devaluation of the pound sterling so artlessly 
announced by Sir Stafford Cripps on Sunday evening is no more 
than a confession of defeat by the Government. To the outside 
world, it has long seemed natural and proper that the pound should be 
adjusted to a level more in accordance with what the markets of the 
world are unconstrainedly prepared to offer for it. The majority of 
sober judges of affairs in this country have long felt that it was only a 
question of time before the decision to devalue was taken, and to 
many of them it had become apparent months ago that the time 
had come—indeed, was in danger of going by. But Ministers and 
the majority of their official advisers have been uncommonly stubborn 
in their refusal to face facts. Socialist politicians believe as an article 
of faith that water can be made to run uphill by administrative action ; 
and the technicians of the Treasury and the Bank of England love so 
dearly the fabulous intricacies of their exchange control system (which, 
as they so proudly explain, no one but themselves can understand) that 
they have come to believe themselves capable of damming up any 
economic flow for any length of time. Between them, they have 
founded the economic policy of the British nation on the nonsensical 
doctrine that water does not, sooner or later, find its own level. 

They have no reason to complain of the treatment they have had 
from those who distrusted their policy, either in this country or abroad. 
There has been no pressure from the United States Government. 
At home, there has been no campaign for devaluation. All the. more 
responsible organs of the British press scrupulously observed, for as 
long as they could, the tradition that nothing should be printed that 
would be likely to undermine confidence in the national currency. 
There can be no question of a “‘ ramp ” either by bankers or by anyone 
else. It is the inexorable force of facts alone that has defeated the 
British Government, the Treasury and the Bank of England and has 
made Sir Stafford Cripps eat so many of his past words. Of the two— 
the politicians and the experts— it is the inability of the experts to fore- 
see what was coming that is the more disturbing. Once again, as in the 
convertibility crisis of 1947, they have been shown up as being too 
expert to have any common sense. It is not a pleasant spectacle for a 
country that is accustomed to expect the highest degree of technical 
skill and judgment in its financial managers: They seem, for the 
present, to have lost that primary qualification of a good banker, the 
ability to accept the verdict of the facts, even when it is unpleasant. 

The devaluation should have been undertaken months ago. Indeed, 
as soon as the world made up its mind that it was inevitable, every 
further day’s delay merely meant further loss of reserves. But now 
that the decision has been taken, Sir Stafford is being criticised—at 
home and abroad—for going too far. This is unjust, and on this point 
at least the Chancellor deserves support. It is true that to reduce 
the value of one of the world’s leading currencies overnight by as much 


as 30} per cent must necessarily impart a severe shock to trading _ 


relationships the world over. But the blame for that attaches to 
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the dimensions of the maladjustment that had been allowed to 
grow up, not to the size of the remedial action taken. It is 
also true that the Government would have been far wiser to 
have fixed no new parity at all for the time being, but to have 
allowed the pound first to find its own level. This may, in 
fact, turn out to be Sir Stafford’s greatest mistake. Nobody 
can confidently assert that any rate is “correct” in the 
present confused and distorted state of the world economy— 
let alone one that will still be appropriate when it has had 
time to settle down. If, as Sir Stafford says, the present 
exchange control would be unworkable with fluctuating 
rates, then so much the worse for the present exchange 
control—that is, if the reason is valid at all, for it sounds 
very much like the sort of excuse that is emitted when a 
technician retreats into his shell. But if there must be a 
new fixed rate, then obviously it must be low enough to be 
capable of defence in all foreseeable circumstances. 
It must make allowance, not only for the certainty of 
some rises in sterling costs of production (if only because 
of the higher costs of dollar materials), but also for the possi- 
bility of falls in costs of production in competing countries. 
Judged by this test, the new rate of $2.80= {1 appears to be 
realistic. Whether it will continue to be so, of course, de- 
pends on what happens hereafter. 


x 


And what can be expected to happen hereafter ? Is the 
British economic crisis now solved, or clearly on the road to 
solution ? To believe that would be to imply that the only 
thing wrong with the British economy last week was the rate 
of exchange between the pound and the dollar. Exchange 
rates are, indeed, potent factors and changes in them often 
have results far exceeding anything for which a visible causa- 
tion can be traced ; it would be unwise to underrate the pro- 
bable effects of the devaluation of sterling. But nobody can 
seriously hold (though Sir Stafford, in his broadcast, seemed 
to be trying to) that changes in exchange rates are as potent 
as all that. There are far too many other things that are 
visibly wrong with the British economy. Distorted by the 
war, it has been held by main force in the distorted position, 
and the healthy natural processes that would help to restore 
a stable equilibrium are everywhere weakened and obstructed. 
And though many of these distortions derive from changes 
in external circumstances, they are added to and in some cases 
further distorted by purely domestic policies. (For example, 
at a time when it is more difficult for Britain to buy food from 
abroad, domestic policy encourages an increase in the demand 
for food.) It is impossible to believe that a change in the 
exchange rate with the dollar can miraculously correct these 
distortions or counter-balance their effects. 

Yet Sir Stafford was at pains in his broadcast and in his 
press conference to make it clear that nothing else in the 
Government’s policies was to be changed. With so many 
conflicting rigidities, something was bound to give way, and it 
has proved to be the exchange rate. But no attempt is to 
be made to re-examine the stability of the structure as a 
whole. A new girder, of different length but of equal rigidity 
to the old, is to be fitted in place of the one that has buckled, 
and everything else is to go on as before. Moreover, to 
listen to Sir Stafford, one would believe that the change, 
though of most fundamental importance, will make no 
difference to anybody at home, and certainly will hurt 
nobody. Yet in economic surgery, as in human, there is 
no such thing as an operation that is both effective and pain- 
less. How Sir Stafford or anybody else can believe that 
devaluation can revolutionise the external position of the 
country without altering any of its internal relationships is 
past understanding. 
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Nevertheless, it appears to be the Government's intention 
that devaluation should stand alone. The present state of the 
British economy, in which the only thing that is allowed to 
move is labour costs—and they only move upwards—is i 
continue. The basic distortion—which arises from the fact 
that the British people have voted themselves, in cash and in 
kind, larger incomes than they earn—is not to be removed, 
If so, then it can be predicted with the utmost confidence 
that the rate of $2.80 will turn out to be too high, not too Jow 
Average British wage rates and average British costs of pro. 
duction (as most relevantly measured by the price level of 
British exports) have been rising, with scarcely any interrup- 
tion, ever since the beginning of the war. They are gtijj 
rising, and the number of wage claims already proffered (as 
set out in another article) make it clear that they will go on 
rising. Until this process can be stopped, no fixed 
rate will give the British economy any elbow room for more 
than a limited period. 


* 


It cannot be said too often or too emphatically that, how- 
ever necessary and inevitable the depreciation of sterling may 
be, it cannot provide a solution to the British economic 
problem. There are no easy short cuts to the solution, 
which can only be found through a sharp increase in the 
economic efficiency of the whole national machine. What 
the British people need to do is not to take less for a pound 
sterling but to give more for it. Exchange depreciation will 
be of lasting value only if it proves to be the crack that 
breaks the log jam, sets other things in motion and breaks 
up the whole system of rigidities. If everything else is held 
tight, then the causes that produced this summer’s crisis 
will produce others. 


It is very important indeed, at the present juncture of 
party politics, that the exact degree of change in policy that 
is needed should be made quite clear. Retreats from what 
has been stubbornly upheld are, indeed, called for. But 
there is no necessity for a complete rout and reversal of 
everything that the Labour Party stands for. To proclaim 
now that a Labour victory at the impending general election 
would mean ruin and that a Conservative victory is the only 
hope would be to ensure, whatever happened, that the 
nation would be bitterly divided on essentials. There is 
nothing in what is required (on a minimum assessment at 
least) that should be more difficult for a Labour Govern- 
ment to accept than the devaluation that it has already 
swallowed. There is no need to abandon the ambition to 
exercise purposive direction over economic developments, 
but only to restrict the planning effort to the basic essentials 
that really matter. There is no need to abandon all econo- 
mic controls, provided that enough free play of economic 
forces is left, operating through price changes in open markets, 
to bring about necessary adjustments, There is no need to 
abandon the welfare state, but only to base it on realism, 
both in respect of what can be afforded and of the way in 
which human beings act when offered something for nothing. 
There is no need to abandon the objective of greater social 
equality, provided it does not deprive the economy of its 
mainspring of incentive. There is no need to abandon the 
doctrine of public ownership, provided that the nationalised 
industries are turned into efficient economic instruments 
and not regarded as social welfare institutions for’ their 
employees. Basically what is needed is not that the Labour 
Party should abandon any of its aims, but that it should 
submit its methods to the test of economic efficiency. — 

This is not too much to ask, in a national crisis, of a fespote 
sible party. Some Socialists, even of Ministerial rank, 
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heen saying, in private, in recent weeks, that they admit the 
necessity for some fall in the standard of living of the British 

. This should perhaps be welcomed as the dawn of 
realism. But it should rather be condemned as the intellec- 
tual pride that would impose poverty on the people rather 
than admit to error. It is not the aims of Labour policy that 
are so much at fault as the lack of realism in its methods, and 
if they could make the moral sacrifice of changing their minds, 


Devaluation 


HE devaluation of sterling has been the signal for a 
realignment of currencies throughout the Marshall 
countries. Only Switzerland and Italy have decided not to 
devalue their currencies in relation to the dollar, and it is 
doubtful whether the lira can in fact be maintained. In 
Western Germany, Dr Adenauer has done no more than 
announce his new government’s decision to devalue ; the new 
rate has yet to be chosen. The French have used the occa- 
sion to abolish the system of multiple rates established by 
M. René Mayer over a year ago, whereby importers and 
exporters enjoyed a rate of 272 francs to the dollar, while 
the official “free ” rate ran at about 330 francs to the dollar. 
Now one rate will prevail—350 francs to the dollar—while 
the franc-sterling rate has been reduced from 1,096 francs 
to the pound sterling to 980 francs. 


The French Government has declared its dissatisfaction 
with both the method and the scale of the British devaluation. 
The new rate, declares M. Petsche, the French Finance 
Minister, is a “ trade-war rate.” France could have safely 
maintained its old free quotation of 330 francs to the dollar 
had not the British offered—without prior consultation—this 
new competitive threat. This French criticism reflects the 
irritation with British policies that has been an undercurrent 
to most of the activities of the Organisation for European 
Economic Co-operation this year. Edge has been added to 
it by French memories of Sir Stafford Cripps’s protests to 
the French Government when the Mayer devaluation took 
place early in 1948. But M. Queuille and M, Petsche have 
undoubtedly voiced a feeling of frustration that is general in 
Europe. The Organisation for European Economic Co- 
operation exists, a European Council of Ministers exists, a 
European Assembly has just spent a month discussing 
methods of European economic co-operation. Yet the British 
can introduce a radical change into every economy in Europe 
by a step taken in consultation only with the United States 
aad the British Dominions. If this is the first fruit of the 


651 
Ministers would not need to call on the British people for any 
more material sacrifices. 

Last Sunday the Labour Government had to admit that 
On one cardinal point of policy they had been wrong. Will 
they not, for the nation’s sake, open their minds to the pos- 
sibility that they may have other mistakes to correct? Or 
do they have a positive preference for the indignity of being 
coerced by events ? 


in Europe 


new forms of European consultation and co-operation, it has 
a bitter taste on the Continent. 


It must be admitted that the British Government’s handling 
of the European aspect of devaluation has been clumsy. It 
would surely have been possible without grave financial risk 
to have informed the European Governments chiefly in- 
terested at least a short time before the decision was sprung 
on the International Monetary Fund in the morning and Sir 
Stafford got into his aeroplane in the afternoon. The forms 
of consultation should have been observed at least to the 
extent to which the French observed them on the occasion of 
their devaluation, during which the British Government was 
kept closely informed. 


* 


The criticism of British manners and methods thus seems 
justified. The critics are on weaker ground when they attack 
the scale of British devaluation. For one thing, M. Petsche, 
who has campaigned against an “ overvalued pound sterling ” 
to some effect in recent months, cannot complain too sharply 
if his campaign at last succeeds. For another, if the pound 
sterling is ever to become convertible into dollars—and such 
an outcome is very much in the interests of western Europe, 
whose prewar system of international payments rested on 
converting favourable sterling balances into dollars—the rate 
between dollar and pound must be one the British Govern- 
ment can reasonably expect to maintain. But the chief justifi- 
cation for the British action is simply that it recognises a 
reality which other European countries are also obliged to 
face. The devastation of the war, followed by four years of 
strong inflation, has in almost every case reduced the real 
purchasing power of European currencies. One of the chief 
difficulties in the way of genuine recovery in the last eighteen 
months was the fact that exchange rates had ceased to reflect 
the realities of purchasing power and still sought to mask 
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the facts of the postwar inflation. In fixing the new rate for 
sterling and thus compelling other nations to follow suit, 
the British have not created a new situation. They have 
simply forced a recognition of the realities of the o!d. 


For this reason, the devaluations in Europe can provide the 
springboard for a new attack upon the problem of freeing 
and intensifying inter-European trade. All attempts made 
in the last eighteen months to break away from the pattern 
of bilateral trading—of which the two Intra-European Pay- 
ments Schemes have been the most ambitious—have at some 
point been brought to a standstill by the emergence of per- 
sistent debtor-creditor relationships. In their dealings with 
other European nations, Belgium and Switzerland have re- 
mained obstinate creditors and the fear of having to settle 
with them in dollars or gold has prevented other nations, with 
Britain at their head, from accepting the risk of full multi- 
lateral trading within the Marshall group. Today, the Belgian 
devaluation is small in comparison with that of Britain—12 
per cent to Britain’s 30 per cent—and Switzerland has not de- 
valued at all. It is therefore possible that this more realistic 
pattern of exchange rates will mitigate the old difficulties 
created by the Swiss and Belgian creditor position and will 
pave the way to a general return to freer European trade. 


This tendency could be very greatly strengthened if the 
new opportunity offered by the devaluations were followed 
immediately by a general easing of import controls. Since 
midsummer, the Marshall countries have been discussing the 
British proposal that European trade might be eased by the 
introduction of open general import licences and by the free- 
ing of certain commodities from the system of quotas. 
France, Italy and Western Germany have taken one or two 
small steps in that direction, and the British are reported to 
be on the verge of making bold and far-reaching proposals. 
Decisions may, however, be postponed, since the first task 
for the OEEC is undoubtedly to redraft the Intra~-European 
Payments Scheme in the light of the new exchange rates. But 
at the first opportunity the British should present to their 
European colleagues a really impressive list of the goods they 
are ready to free from import control. Devaluation has re- 
moved many of the risks inherent in such a policy of liberali- 
sation and the sooner the scale of Britain’s intentions are made 
known, the readier the other partners in the Marshall Plan 
will be to widen their approach. 


This is the opportunity. It is a genuine and important 
one, since for the first time since the war exchange rates 
bear some relation to economic reality. But there is no 
automatic guarantee inherent in devaluation that the op- 
portunity will be grasped. The new position has to be con- 
solidated by vigorous policy and many of the necessary steps 
are difficult and unpopular. In the first place, all gain from 
devaluation will be wiped out if the governments do not keep 
a firm check on renascent inflation. The line against infla- 
tion in Europe is being held with very narrow reserves. It 
would not require much to undermine the present precarious 
siability and, unhappily, the mere fact of devaluation exposes 
@ country to new inflationary risks. Some rise in the cost 
of living must follow the increased price of dollar imports. 
These prices may, in some countries, be offset to some extent 
by the lowering of sterling commodity prices, but these 
again depend upon firm measures against inflation through- 
out the sterling area. If the rise in living costs precipitates a 
new round of wage increases, the inflationary spiral can be 
in motion again .within a few months. 

The position in France in particular is unstable. Before 
devaluation, there were already signs of rising food prices 
and urban discontent. Devaluation will aggravate the trend. 
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The French farmers’ confidence in the franc 
shown some signs of recovery in the course ae had 
will have received a fresh shock and the temptation to 
may return. Optimistic estimates put the likely rise in the 
cost of living in France at no higher than 5 per cent, but 
even such an increase is enough for playing politics, Gaullists 
and Communists alike see in devaluation their first real 
political opportunity in 1949. They are ready to 
every sign of discontent. And can a coalition in which the 
Socialists are an essential partner maintain the draconian 
control over wages and prices which the ituati 
demands ? f "ee 
* x & 

It is, however, in Britain that the decisive batt} 
fought against reinflation. The train of devalantane r 
Europe and throughout the world which the British decision 
has set in motion is a reminder of the immense role which 
sterling—in spite of its weakness—still plays as an inter- 
national currency. If, after this devaluation, sterling sags 
again, if after six months it is discovered that rising costs and 
unchanged productivity have once again undermined the real 
purchasing power of sterling, then the non-dollar world will 
be back in precisely the same uncompetitive posture it was in 
before devaluation, While the fight against inflation is the 
first duty of each European government, the British effort 
will be decisive. 

European stability will not depend only on the nation: 
ability to check inflation. Devaluation as ch is eae 
to what is still Europe’s most urgent problem—the dollar 
gap. The new price levels remove one great obstacle to 
effective competition in the American market, but other 
measures will be necessary to ensure that Europe’s exporters 
join aggressively in the struggle for dollars. A European 
strategy for dollar sales and for economies in dollar imports 
has become more not less urgent as a result of devaluation. 
The task of capturing about one per cent more of America’s 
domestic market—the target of some $3 billions—has been 
eased for Europe only by the new competitiveness of Euro- 
pean prices. It has been made more difficult by the increased 
sales necessary tO maintain even the existing level of dollar 
earnings. 

Nor is a blind drive for dollar sales enough for Europe’s 
salvation. The new exchange rates will inevitably lay bare 
a problem which until this year has been decently shrouded 
by the high demands of the sellers’ markets. The various 
industrial economies of western Europe are competitive. The 
goods which Britain, Belgium and Western Germany will 
seek to sell in the United States are largely the same. When 
M. Petsche talks of Britain’s “ trade war rate” for sterling, 
he has in mind that part of the French export business that 
is directly competitive with Britain. The temptation in these 
circumstances to indulge in competitive devaluation may, a 
the fight for American markets develops, prove dangerously 
strong, particularly if European co-operation fails to recover 
from the jolt it has received and each trading nation proceeds 
to solve its trading problems without regard for the imtet- 
national consequences. 

It would therefore be well if, at this moment of uncer- 
tainty and irritation, the British Government could take the 
initiative in calling together an immediate meeting of the 
Council of the OEEC. Britain’s devaluation has proved 
beyond any possibility of doubt the dependence of Europe 
upon sterling and the impossibility of Britain’s pursuing 1s 
economic policies in isolation. Any attempt to do s0 may 
unleash in Europe new forces of inflation in the domestic 
market and cut-throat devaluations in foreign trade. + 
need for the Marshall countries to support each other in all 
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measures to stabilise their internal economies and widen their 
markets in Europe and overseas has never been more urgent 
than it is today and the decisive influence must be that 
of Britain. At present, it is difficult to read the Government’s 
mind. Ministers do not give the impression of having 
thought out the consequences of devaluation for their trading 


The English Landowner—ll 


A Last 


HERE are two economic functions which attach to the 
ownership of agricultural land, whether it is held by a 
private individual, a limited company, or a public body. 
The landowner is (or should be) the main source of fresh 
capital for the agricultural industry, and he performs (or 
should perform) the duties of estate management, which are 
complementary to those of practical farming. It is rightly 
said that a farmer is often his own worst landlord. The 
care and improvement of the land’s fixed equipment requires 
greater resources and a longer and broader viewpoint than 
are within the compass of the average family farmer. This, 
in fact, constitutes the economic justification of the landlord- 
tenant system, a system which if it works properly is of great 
value to agriculture. 
Unfortunately the system has not worked very well over 
the last half-century. Private landowners have been unable 
to find the fresh capital which the land has needed, while 
the decimation of the larger private estates, together with 
frequent changes in the ownership of land, has struck at 
the roots of good estate management. Landownership has 
been unable to perform properly its economic functions. It 
is ironical that it should fall to a Labour Government, acting 
under pressure of dire necessity, to make some attempt to 
patch up the system through its favourite method of mixed 
assistance and compulsion. The Government cannot be 
suspected of any solicitude for the welfare of the private 
landowner as such, whose personal income and capital have 
been raided by the Exchequer with increasing severity. 
But it has recognised that agricultural efficiency is dependent 
on a successful partnership between the three groups of 
landowners, farmers, and farm workers, each of whom has 
a vital contribution to make to the expansion programme. 
This partnership finds practical expression on the agri- 
cultural executive committees and the agricultural land 
tribunals, on which all three groups work together. It has 
received legislative expression in the Agriculture Act, 1947, 
whizh establishes a system of guaranteed prices that are 
meant to provide for an adequate return on landlord’s capital. 
In fact, however, the landowner, as a previous article illus- 
trated, gets today a return which is very far indeed from 
being adequate, and which is seriously out of line with the 
costs of management and replacement. This is largely so 
because traditional valuations, which exercise a strong grip 
on the countryman’s mind, have not kept pace with economic 
conditions, while owners are often as reluctant as their 
tenants to refer the rent to official arbitration. 


The success of the agricultural expansion programme 
depends on a thoroughgoing modernisation of the land’s 
ed equipment. The Government’s mixture of vague threats 
and concrete inducements is intendéd to produce quick 
tesults. During the period 1949-52, landowners in the 
United Kingdom have been asked to spend £86 million on 
farm buildings, £12 million on farm roads, {8,000,000 on 

Water supplies, £3,000,000 on tile draining. 
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partners in Europe, or even perhaps of caring much what 
those effects will be. This is the impression which needs at 
all costs to be countered, and there should be no delay in 
inviting the Marshall countries to meet Britain round the 
table for a thorough examination of the next phase in Europe’s 
economic strategy. 


Chance 


The Agriculture Act created new powers of compulsion. 
The owner who fails to maintain satisfactory standards of 
estate management is liable to be put under supervision and, 
ultimately, to be dispossessed in the same way as an 
inefficient farmer. So far, little use has been made of these 
powers ; but following the official survey of ownership which 
is now being carried out, county committees may very well 
be urged to enforce better standards on the worst owners. 
It is especially significant that owners, whether under super- 
vision or not, can be directed to undertake reasonable im- 
provements which are necessary for the efficient farming of 
the land. The Government, in other words, can force private 
individuals to invest capital, even if doing so involves them in . 
a loss ; and it has refused to vary the use of this power to 
accord with the owners’ financial circumstances, 


However, these unusual powers of compulsion have been 
matched with strong financial incentives. Capital subsidies, 
amounting to §0 per cent or more of the cost, are available for 
works of land drainage and water supply and for the building 
of farm cottages. Further, under the 1945 Finance Act, the 
landowner can recover taxation over a ten-year period on the 
full amount of his outlay on improvements (which is even 
taken to include any sum he has received by way of housing 
subsidy). Finally, the erection of farm cottages is the only 
form of house building exempt from development charge. 
Whatever his grievance about the current level of rents, 
the landowner at least has every inducement to invest fresh 
capital—especially if he is paying taxation at a high rate. 
Indeed, in exceptional cases, it is paying landowners to charge 
their tenants no more than one or two per cent of the value 
of their improvements. 


On one point only is taxation policy out of line with the 
Government’s general aim. The penal rates of death duties 
on the larger estates run contrary to all sound principles of 
estate management. A remission of death duties, however, 
would only be of value if it could be stipulated that the estate 
should continue to be managed as a whole and that the heir 
should have had experience of estate management. But a 
reform of death duties is unlikely to be undertaken by any 
government in the near future. 


* 


It would be misleading to picture private landowners and 
the Government as entering upon a new period of harmonious 
co-operation. The harmony is more seeming than real. The 
landowner’s legal position has been revolutionised. Not only 
can he now be told how to manage his land, and how to use 
his capital, but he is denied the right, save in exceptional 
circumstances, to recover possession from his tenants. Such 
a degree of state interference—even if much of it is waived 
in practice—is a severe infringement of the rights of owner- 
ship as traditionally understood in English law. 

The Exchequer has still greater reason to grumble. The 
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co-operation between the Government and the landowner is 
directed towards an immediate objective in the pursuit of 
which questions of cost have been largely ignored. The 
state is paying out very large sums of money, either directly 
by way of subsidy or indirectly by way of tax remission, which 
may go to appreciate the capital values of private owners. 
The preferential treatment accorded to agricultural property 
acts as a Magnet to businessmen seeking ways to reduce their 
tax commitments. Agriculture as a whole benefits from the 
fresh infusions of capital which the Exchequer partly en- 
courages and partly provides ; and for the time being this is 
justification enough in the Government’s eyes. But the cost 
to public funds is too heavy to be continued indefinitely. 


Moreover, to subsidise private owners on such a scale 
strengthens the case of those who advocate the nationalisation 
of the land. Why, it can be argued, should the state not 
reap the benefit of the assets which it is doing so much to 
create, especially since the task of re-equipping the land seems 
to be well beyond the means of its present owners? Those 
who advocate nationalisation can also point, in theory at any 
rate, to the advantages of management which would result if 
the whole land were under a single ownership instead of 
being parcelled out in small private lots. 


In point of fact, there are still stronger arguments against 
transferring the land to public ownership, at least in a single 
operation or over a short period of time. In addition to the 
extreme nature of such an expedient, which would need a 
very great deal to justify it, there are several sufficient reasons 
against embarking on it at the present time. In the first 
place, it would cause a degree of social and economic 
disruption which would do grave harm to the agricultural 
effort, and it would be highly unpopular in the countryside. 
In the second place, state management in other fields has 
not been so strikingly successful to date as to justify its 
application to an industry whose problems are peculiarly 
complex and where even the usual stock of initial goodwill 
would be lacking. In the third place, the state would have to 
pay an extremely high purchase price for the land ; and quite 


Wage 


HE Chancellor’s announcement of devaluation has come 

as a shock to the leaders of the trade union movement. 
Faced with the likelihood of a rise in the cost of living which 
cannot be matched by wage increases, the leaders of the 
TUC have so far abdicated their responsibility, and in a 
statement issued on Tuesday bluntly refused to pass 
judgment on the necessity for devaluation. The body of 
men most anxious to be heard whenever the Chancellor has 
any concessions to make has collapsed into silence when 
faced with an unpleasant situation. The men who claim to 
be industrial statesmen have no guidance to give their 
followers when there are hard truths to be told. 

The grounds of their dismay are obvious enough. Devalu- 
ation marks the end of the comfortable assumption that the 
British economy, upheld by American aid, could become 
viable in 1952 by advancing in productivity and economic 
efficiency at a pace agreeable to organised labour. Devalua- 
tion has destroyed that jog-trot progression since, if it is to 
succeed in its object, it demands a furious economic activity 
and a strict attention to the economic cost of production. 
David Low’s carthorse must break into a gallop, a pace for 
which its contours and past habits have not suited it. 

The second cause of trade union anxiety arises from the 
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apart from the magnitude of the financial i - 
terest charges which it involved might even omeal — 
total of agricultural rents—thus causing an increase, instead 
of a decrease, in the costs of production. In brief, it is certain 
that land nationalisation would be unpopular and there . 
no evidence that it would either aid agricultural efficiency 
or lower farm costs. 


To say this is not to deny the grave drawbacks of the 
present system. The idea of a new partnership in agri 
so dear to the heart of the Minister of Agriculture, will pot 
work if one partner is reduced to a condition of 
dependence. If both the rights and the responsibilities of 
land ownership continue to be whittled away ; if the state 
comes gradually both to supervise the management of the 
Jand and to provide it with capital, then public ; 
will eventually appear as no more than the logical terming- 
tion of a superfluous institution. 

There is only one certain way of avoiding this outcome, If 
British agriculture can be revitalised into a much increased 
efficiency, then it will cease to be so dependent on state aid 
or so liable to state control. Such a transformation is in any 
case devoutly to be desired ; although unfortunately present 
government policy will do little to achieve it. But its achieve. 
ment is of especial importance to the landowner. who has his 
existence as well as his prosperity at stake. 


Above all, this is no time for the English landowner to 
take up a negative or defeatist attitude. He may feel sceptical 
about the outcome of the new deal for agriculture ; he may 
dislike the controls imposed upon him ; but at least he has 
aN opportunity to repair some part of seventy years’ neglect, 
and to play a notable part in the re-equipment of British 
agriculture. To do this calls for a bold and skilful pro- 
gramme of investment, and where this policy is handicapped 
by unduly low rentals, it is reasonable to take steps to have 
them raised. The landowner must make ‘he most of his 
present opportunities ; for one thing is certain—they will not 
recur. The challenge to British agriculture gives the land- 
owner his last chance. 


Chaos 


effect of devaluation upon the cost of living. The whole 
energies of the General Council of the TUC have lately 
been concentrated upon demonstrating that wage increases 
would merely add to inflation without raising the level of 
real wages. But that thesis was based upon a cost of living 
index which had latterly remained fairly stable. What has 
now to be reconciled is the Chancellor’s demand—essential 
if devaluation is to create any benefit—that any rises in the 
cost of living shall not be reflected in higher personal incomes 
“ whether from wages, salaries, profits or any other source,” 
with the existence of a number of outstanding wage claims. 
How will it be possible, runs the argument, to withstand am 
overwhelming succession of demands if the cost of living 
tises—as eventually it may—by four to six per cent? 


There is already a considerable list of outstanding demands 
for increases in wages or salaries, occasioned by the present 
level of the cost of living. There is the demand formulated 
last week by the Confederation of Shipbuilding and Engr 
neering Unions for an all-round increase of £1 per week; 
which would cost the industries concerned up to £13° 
million a year. There is the demand rejected a fortnight 
ago by a Board of Conciliation for a flat rate increase of 10s. 
a week for the railwaymen, and for payment of time 
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quarter for work after Saturday noon. Despite the award, 
certain constituent units of the National Union of Railway- 
men seem determined to use coercive action in the shape. of 
« work to rule” in an effort to get the claim accepted. The 
prospect of a rise in the cost of living consequent on devalua- 
tion provided a heaven-sent opportunity on Monday to the 
Communist element among the London railwaymen to 
demand coercive action — a campaign which in the event 
seems to have fallen flat. Mr Figgins, the Secretary of the 
NUR, has shown himself readier to be borne up by pressure 
from below than to exercise control and guidance of his union 
from above. 


There are a number of minor claims concerned with the 
cost of living. There is an outstanding claim from the Civil 
Service Clerical Association to increase the salary of clerks by 
15 per cent to enable them to meet the higher cost of 
living. The Building Trade Operatives are presenting a 
claim for higher pay for the same reason. There is a 
claim for a 20 per cent increase in the wages of prison staffs. 
On a different level, the British Medical Association are de- 
manding that an additional £164 million be paid by the 
Exchequer into the pool from which capitation fees are paid 
to general practitioners ; it contends that, in fulfilling the 
Spens Committee’s recommendations, the Ministry of Health 
ought to have allowed for more than 20 per cent. to offset 
the rise in the cost of living since 1938. 


In addition, there are about a million and a half workers 
in iron and steel, boot and shoe manufacture, hosiery and 
building whose wage rates are linked directly to the new cost 
of living index. There are a number of industries, of which 
mining is the most important, which are pressing for a re- 
vision of their cost of living allowances which have not 
changed with the movements of the new retail price index. 

Finally, there is a great resentment among the workers in 
nationalised industries, which found expression at the Brid- 
lington Congress, occasioned by the Government’s refusal 
to permit these industries to consider pension schemes while 
their economic health remains precarious. 


x 


It is hard to say how large a part the desire to maintain 
full employment played in the decision to devalue the pound, 
but certainly it cannot have been absent, for political as well 
as for economic reasons, from the minds of the Cabinet. 
From the emphasis which Sir Stafford Cripps placed upon it 
in his broadcast last Sunday it is clear that he regards it as 
one of the chief ends of policy. In other words—since it 
has become clear that full employment in practice means fixed 
employment—the structure of British industry, which bears 
only a remote relationship to the needs of the international 
markets, is to remain petrified in the form from which it 
emerged from the war. There is to be no attempt to create 
an economic climate in which labour will move from inessen- 
tial industries to those where it would give useful economic 
return, or which will permit of drastic revolution in the 
techniques or technology of production. Nor will there be 
any attempt to wring redundant labour out of industry. This, 
apparently, is the bargain that the Government will strike 
with the labour leaders in order to prevent them from over- 
whelming industry with demands for higher wages, but it is 
unlikely that even this dubious arrangement will be honoured. 


Sir Stafford Cripps, at his press conference on Monday, 
gave the impression that while the Government would resist 
any attempts to allow wages generally to follow any upward 
movement of the cost of living which would result from 


655 


Cevaluation, it did not expect that all wage claims resulting 
from cases of hardship would be resisted. Before the nation 
becomes rent by arguments about what constitutes a hardship, 
it is essential that the Government and the unions make a 
fresh effort to think out a coherent wages policy. It is im- 
possible to discuss in a few paragraphs the whole compass of 
such a policy, but there are three problems which must strike 
anyone who reflects upon the present position of wages. 


In the first place, the wage is coming to be regarded not as 
a quid pro quo for a contribution to the economy, but as a 
species of welfare payment. The miners, the railway workers, 
and many others have rested their claims not on the fact that 
they are paid too little for what they do, but that they are 
not getting enough on which to keep a wife and family. This 
claim is as irrelevant to Socialist as it is to capitalist economic 
theory, both of which regard wages as a reward for economic 
services performed. This perversion of the true nature of 
wages means that they are coming to bear less and less rela- 
tion to the economic value of the worker, to the value of the 
product, and therefore to the ability of the industry to pay. 
Industry is for the most part carrying as part of its labour, 
and therefore of its productive, costs a series of welfare 
charges which are properly the responsibility of the state. 
If it is difficult to contemplate a rise in the cost of the social 
services, it is even more dangerous to permit social service 
costs to enter into the cost of production. It should be clearly 
recognised that because a man cannot earn enough to keep 
his family in a particular job, it may be an argument for 
changing his employment rather than for raising the wage 
rate of his present job. 


Secondly, the British trade unions have not begun to learn 
the distinction between high wages and high labour costs. 
Wages in Britain are low by American standards, and yet 
British labour costs were too high for the old value of the 
pound sterling to be maintained. If the British trade 
unions could bring themselves to recognise that they 
can have a continuously rising level of wages only 
if they actively co-operate in a more efficient use of 
labour and machinery, they would resolve many of the con- 
flicts between their interests and those of the nation as a 
whole. But it is doubtful if the unions will learn this lesson 
for themselves since it conflicts directly with their interest. 
A swollen labour force in an industry means a higher 
membership, and therefore greater wealth and bargaining 
power for the unions in that industry. Only the Government, 
by deliberate policy as well as by propaganda and exhortation, 
could make plain the distinction between wages and labour 
costs, but a government which is at one and the same time 
determined to pursue overfull employment and laisser faire 
in labour relations is not well suited to undertake this task. 


Finally, the Government—especially a Socialist Government 
—must bring itself to recognise that it can no longer maintain 
a bogus facade of neutrality in questions of wages and hours, 
If it is politically impossible for any contemporary British 
Government to lower wage rates, it must at least make up its 
mind in which industries and trades the economic situation 
demands or enables a rise in wages. Serious Socialist theory 
before 1945 contemplated that Government action would 
influence movements of labour and levels of production 
through control over wages. That aspect of Socialist policy 
has been forgotten since 1945, with the result that the wage 
structure of British industry is now in a state of chaos which 
makes nonsense of economic planning and free economic 
processes alike. If there are any Socialists who still believe 
in planning it is time they directed the attention of their 
party to the vital field of wages. 
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English for India 


HE Indian Constituent Assembly’s decision, after heated 
; debate, to keep English as the official language for 
fifteen years before replacing it by Hindi is another sign of 
that readiness to face hard facts and to accept compromise of 
which Indian politicians have provided so many examples 
since independence. It is also—and this is perhaps even 
more important—the most notable instance yet of their 
capacity to cast aside nationalist passion and not to be 
deterred from making use of something which is British, 
merely because the British were once their rulers. Inde- 
pendence is not to mean revolution of destruction, but a re- 
building in which full use will be made of all that was of 
value in the institutions and the ways of the old regime. 

The choice of the national language of India has involved 
a dilemma which was neatly stated by Pandit Nehru. English 
is today so important a language in the world that it is bound 
to remain a subject, and possibly a compulsory subject, in 
Indian schools. Yet it cannot be a universal language because 
its use creates between the English-knowing élite and the 
masses a gap which is politically intolerable. 

English has, indeed, been to India what Latin once was to 
Europe—the great unifier and common medium of expression 
which has made the educated class not only physically but 
mentally at home in every part of their vast country. It was 
not just that English was the only language they all knew. 
It was even more that they were introduced through 
English literature to a set of new ideals which they could all 
share equally. Thus there has been created between the 
different parts of India, and also between India and the whole 
English-speaking world, that subtle mental bond which only a 
common language can give, and which even profound political 
divergence cannot altogether destroy, as is shown by the 
example of Spain and Mexico. So long as English remains 
a language in which every educated Indian is at home, 
England and India can never be foreign to one another. 

Three generations of education in English have given 
Indians the freedom of the west and of its ways of thought 
in a way which is true of no other of the great countries of 
Asia. India alone has been enabled to see western civilisation 
from the inside and has thus been spared the strain and dis- 
tortion which have been imposed on Japan, or even Russia, 
by the external limitation of a way of life whose material 
achievements they envied but whose spirit they failed to 
understand. 


English is still the effective lingua franca of India, the 


language in which the clerk writes his letters, the student 


reads his textbooks, the journalist influences his audience. 
Many a husband and wife have no other common tongue. 
It is, moreover, often a very good English, as anyone who 
has heard Pandit Nehru or has read the Hindu can testify. 
. Hindi cannot quickly take its place without disruption. If 
Hindi were made universally compulsory tomorrow, half 
the university professors and senior civil servants in the 
country would have to be sent on leave, and many business- 
men would have to close their businesses, while they learned 
the new language. Whole provinces would be unable to find 
more than a handful of candidates for the major professional 
and civil service examinations. Several of the High Courts 
would have to shut. Even the displacing of English as the 


- language of intellectual conversation is not possible. until 


Hindi has adopted an scientific and mechanical 
vocabulary, probably by borrowing from English. English 


should still have a future in India, even when Hindi 
eventually become the national language. Every 

must have some foreign language to provide it with a window 
on the outside world and just as for England this has long 
been French, so for India it is likely always to be English, 


x 


But the other horn of Pandit Nehru’s dilemma remain; 
English cannot be the common language of the masses, Some 
other medium must be found through which people from ali 
over the country can talk to each other with ease, if politicians 
and trade union leaders are to be able to grow to national 
stature, if an industrialising country is to obtain full i 
of labour and if Indians are to feel themselves at home every- 
where in India. For this purpose, Hindi is the only possible 
choice. Including its dialect forms, it is the mother-tongue 
of over one-third of the population. No other language can 
claim even half so many speakers. The Devanagri script 
is a beautifully adapted instrument which provides one letter 
for one sound and makes child’s play of spelling. The 
Roman alphabet does not have enough letters. The Urdu 
alphabet, with its lovely complications, taxes the mind as 
much as shorthand. 

Hitherto, however, the great advances since independence 
have been made by the regional languages, of which Hindi 
itself is, of course, the greatest, and not by Hindi in its role 
as a lingua franca. The ordinary conversation of home, field 
and factory, like teaching in the primary schools, local. ad- 
ministration and local justice, has naturally always been con- 
ducted in the mother-tongue. Since 1947 the range of the 
local languages has been further extended into the secondary 
schools, provincial secretariats and the higher courts, and this 
process is bound to continue until the universities and the 
High Courts also use the language of the home. 

Between English and the local languages it might, there- 
fore, appear that Hindi will have a somewhat limited role to 
play. But this is not so. It is ideally fitted to be the lan- 
guage which everybody can speak. Already perhaps half the 
population can understand and make themselves understood 
in it, and at the level of simple conversation it is not a difi- 
cult language to learn. Wherever large bodies of men of 
mixed origin meet together, whether in the army, on a politi- 
cal platform, at a railway station or in a factory, Hindi pro- 
vides the ideal language for them to talk to each other; 
and in a country which is being welded more closely together 
every day by a growing sense of nationhood, the opportunity 
and the need for such mixed gatherings are increasing rapidly. 
Using a common language, every such occasion will contti- 
bute something more to the building up of a national spirit. 
Without it, every regiment, every workshop, every trade 
union committee meeting would be a source of secti 
division and provincial jealousy. Common loyalties must 
have a common language in which the hopes, the ideals and 
the fears to which they give birth can be expressed, 

The particular compromise which the Constituent Assem- 
bly has chosen to adopt is thus of great future importance. 
The retention of English in the immediate present is 4 
step towards that stabilisation of India as a great liberal state 
which is so vital to Asia and to the whole world. ‘The selec- 
tion of Hindi for the future is one of the last steps in that 

) of creating a nation which has now been going on for 
sO Many years. . 
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NOTES 


Devaluation at Westminster 


The Government has wisely agreed to the request of the 
Opposition for a short meeting of Parliament next week. A 
debate in the House of Commons is essential, not so much to 
discuss the wisdom of devaluation—which is irrevocable—as to 
hear what other policies the Government has in mind for the 
Jong-term solution of the balance of payments problem and on 
all decisions of the Washington talks. Sir Stafford will be wise 
to be very frank and detailed, not only about these, but also 
about the discussions in which they were formulated. For only 
in this way will he clear up the element of mystery which still 
baffles not only the Opposition but also many Labour back 
benchers—the mystery of why the Chancellor of all people 
should have at this moment an air almost of elation about 
Britain’s economic prospect. This optimism which he has 
radiated since his return is clearly grounded on something 
deeper than a show of bravado for electoral purposes, but in 
his press conference on Monday he failed to explain it or to 
impart it to his hearers. 


If his optimism is well founded, then the country should be 
allowed to scrutinise its foundations more closely—and there is 
no better means for this than a meeting of Parliament. If 
Mr Morrison could call back both Houses last September to 
force the progress of the Parliament Bill, he can well afford 
to have them recalled to discuss one of the most important 
developments in Britain’s postwar economic history. 
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THE WEEK 


had a steadying effect. The war in Greece is a tragic excep- 
tion to the general pacification of Europe, but some hope has 
been expressed in Lake Success that even here the Russians 
might now be ready to call off the long, futile and wasteful 
Struggle, 


The new challenge which Mr Bevin and Mr Acheson are 
anxious to meet jointly lies in another aspect of Russian foreign 
policy—the disintegrating effect of Communism upon back- 
ward peoples, whose nationalism has already been inflamed 
by a desire to be free of colonial status. If 1948 was the year 
of Berlin, 1949 is the year of China—perhaps of Hongkong. 
The two Foreign Secretaries have spent much of their time 
reviewing the situation in the Far East, the Middle East and 
in other areas where the spread of Communism could, without 
open war, withdraw large areas of the world from western 
influence. It is clear that one of the aims of Anglo-American 
policy is to establish local governments based upon indepen- 
dent nationalism, and then to give them all the backing that 
is economically feasible. Thus, both Britain and America are 
now apparently agreed on the need to give Japan. a peace 
treaty, and thus stabilise its government. 


In the Middle East, they are ready to pacify Arab nationalism 
by the creation of an independent Libya. A new emphasis 
is being put upon the economic pre-conditions of Arab resettle- 
ment and Middle Eastern development. It is also significant 
that American commentators have been paying particular 
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the is every likelihood that the service departments, faced with ; j 
increased expenditure in the Far East, will be asking for more. In the new German Cabinet announced on Tuesday Dr Pe a a 

“a The scope of a genuine retrenchment programme has yet to be Adenauer has given the key economic posts to members of ve | 
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The Acheson-Bevin Talks 


For a week, Mr Acheson and Mr Bevin have discussed 
common problems of foreign policy. The talks have ranged 
over the Far East and the Middle East, and it is clear from the 
whole progress of the Washington conference that the need for 
the closest possible Anglo-American co-operation has never 
been more unreservedly felt by both Governments. 


This strengthened desire for common policies does not, 
however, spring from a renewed fear of Russian aggression. It 
is Clear, both from the atmosphere in Washington and from 
the quiet note struck by Mr Acheson in his opening speech 
to the United Nations Assembly, that the fears of war which 
have bedevilled the western world in the last eighteen months 
ate receding. As Mr Acheson pointed out, the creation of the 
Atlantic Pact has put into practice the United Nations principle 
of collective security over a wide area, and this has undoubtedly 


The main tasks and techniques of a Christian Democrat 
economic policy have been clear for some time. What was still 
uncertain, until the Chancellor made his statement of policy, 
was the line to be taken about Germany’s external relations— 
one can hardly speak of a foreign policy so long as they are 
under the control of the Allied Commissioners. Dr. Adenauer 
obviously had to be obstinate about dismantling in order to 
forestall critics to the right and left ; for the same reason he 
had to be conspicuously firm about the Oder-Neisse frontier. 
Much of the rest of what he said, in restrained language, was 
applauded by the Social Democrats of the Opposition. He was 
grateful to the Americans, nice about Mr Bevin and conciliatory 
to the French, and asked that Germany be accepted into “ the 
European union” as soon as possible, tactfully not mentioning 
the Council of Europe by name. 


Subsequent debates should show whether or not it will be 
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possible to work out in Bonn the makings of a bi-partisan 
foreign policy. To achieve this right at the start would be 
a sure way of quickly creating goodwill in western Europe ; 
above all it could remove from Dr Schumacher the temptation 
10 mobilise nationalist feeling behind Social Democrat opposi- 
tion to the new government. Dr Adenauer has begun by 
striking a moderate note ; it would be most unfortunate, and 
would certainly delay Germany’s progress towards real inde- 
pendence, if the opposition were to try to achieve power by 
thumping the patriotic drum and so force Dr Adenauer to 
sharpen his tone. 
* 


It is a pity that military governmen: has come to an end 
this week in a state of confusion about the validity of its laws, 
the permanence of the Allied Commissioners’ staff, and their 
competences under the Occupation Statute, which was handed 
to Dr Adenauer on Friday. Nothing is clearer than that the 
Statute offers opportunities for the piecemeal nibbling away 
of Allied powers, by processes in which the British public will 
take no interest until something particularly flagrant occurs. 


* x *x 


Step-by-Step Ulster 


The oft-repeated slogan “Step-by-step with Britain” 
(writes a correspondent in Northern Ireland) has kept the 
workers of Northern Ireland aware of the fact that social 
services and working conditions owe much to Northern 
Ireland’s status within the United Kingdom. This accounted 
for the annihilation of the Labour Party, which hedged about 
Partition at the recent general election, and it accounts for the 
strike of electricity workers who claim that their employers are 
out of step with Britain’s nationalised electricity industry. 

The strike is an unofficial one, since the Arbitration Tribunal 
rejected the 14d. per hour wage increase demanded, and the 
unions were consequently bound to accept the decision. But 
the spokesmen of the strikers claim that the dispute is a vital 
one for all workers in Northern Ireland, since it concerns the 
honouring in Northern Ireland of wages agreements negotiated 
nationally in Great Britain and hitherto locally accepted. They 
reject the employers’ case that the superannuation scheme in 
the industry should be considered and demand absolute wage 
equality with their fellows in Britain. This is “ thinking 
imperially ” with a vengeance. With the nationalisation of the 
shipbuilding industry, a distinct though perhaps distant possi- 
bility, the workers of Belfast are on the whole in sympathy 
with the claim for absolute equality of treatment with their 
English and Scots brethren. 


Already the strikers have been supported by some thousands 
of shipyard workers and it is probable that the dockers will 
refuse to discharge coal for the power stations which are at 
present functioning with the help of the navy and army. Yet 
the most revealing aspect of this strike is not the solidarity 
of labour but the extent to which the workers in Northern 
Ireland, especially in Belfast, have become dominated by their 
shop stewards. As in Britain, the official trade union leaders 
seem impotent in the face of unofficial strike action engineered 
by over-zealous shop stewards. 


This fact is a serious one. The most vital need for Northern 
Ireland is to diversify its industries. One factor, among many, 
that has induced British industrialists to set up factories in 
Northern Ireland, has been the quality and spirit of the workers 
here. If Northern Ireland becomes the scene of those unofficial 
strikes so prevalent in Britain, industry may well turn aside 
from Northern Ireland. The strikers are dimming the lights, 
but even dim lights can flash red. 


* a * 


Critics and the Masterman Report 


The staff side of the Whitley Council for the Civil Services 
has been smouldering for two months over the Government’s 
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acceptance of the Masterman report on the “ Political Activities 
of Civil Servants” [Cmd. 7718] which was commented upon jn 
The Economist of July 2nd. The unions had the opportyn; 
for fanning their grievance into flames at the Trades Union 
Congress, and succeeded in carrying their objections againg 
the wishes of the platform. ‘The Congress is thereby com. 
mitted to supporting the civil service unions in their 

for fuller civic freedom, and in this they have been joined 
by the Liberal party. 


The sense of grievance arises from two causes. On the one 
hand the Government accepted the recommendations of the 
Masterman report on the day the report was published, and 
without first consulting with the Civil Service staff side. The 
staff side are therefore suffering from a strong sense of injured 
dignity. As the staff side played an important part in the 
setting up of the Committee, the Treasury’s handling of the 
situation appears to have been lacking in tact and even jn 
common prudence. 


The real bone of contention is, however, the alleged restric. 
tion on the political activities of 300,000 members of the clerical 
and typing grades of the civil service. The Masterman sepon 
advocated complete political freedom for some 600,000 indus- 
trial and manipulative civil servants and post office workers, 
Above these it drew a line and virtually debarred from political 
activity the administrative, professional and technical staff and 
all the clerical and typing grades which serve them. Its justifi- 
cation for merging the clerical and typing grades with the higher 
grades was that their work was so entwined with that of their 
superiors that to allow political freedom to the one and not to 
the other would produce a host of anomalies, 


Freedom is very sweet to Englishmen and in protesting 
against the Masterman report, the civil service unions have 
grasped a thread that runs continuously through English 
history. But common sense logic no less firmly equates 
the incorruptibility of the civil service with its freedom 
from politics. It would seem that the Masterman Committee 
has drawn the line too rigidly, including a great many catd 
index filers and pen ‘pushers above its line of demarcation. 
The straight line might have been intelligently indented, with- 
out infringing the central principle that executive and 
administrative civil servants have chosen their profession in 
the knowledge that it debars them from full participation in 
the political life of the community. 


x x x 


Barter by Any Other Name 


Mr Harold Wilson’s speech on international trade agree- 
ments, delivered last Friday to the Summer School of the 
Institute of Bankers, afforded a striking example of the chaos 
of distinctions without difference into which the desire to 
justify postwar trading practices can lead an honest man, 
His theme was the distinction between genuine bilateralism, 
barter exchange between pairs. of countries (which is black), 
and the type of trade envisaged and encouraged by the thirty- 
odd agreements concluded by Britain in the last two yeals 
(which is white). True, the arrangements envisaged in every 
case “a rough equivalence of payments in the two directions,” 
and in some agreements “ there were understandings or undef- 
takings about the supply of scarce commodities in both 
directions ; but trade followed the usual channels, no “ direct 
exchange ” took place, and, above all, each deal was 
and concluded in terms of money. 


It would be pedantic to argue that any international deal 
involving a pair of inconvertible currencies, each of which, by 
reason of its inconvertibility, constitutes merely 2 right 1 
acquire the produce of one of the contracting parties, must 
properly be classed as barter. These agreements, however, are 
of a particular kind. They are very largely deals in goods on 
which an ad hoc price has been set—compare the various prices 
ruling at one and the same time for wheat and coarse grains, OF 
for cocoa, or for coal, in different markets covered by different 
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negotiations—and they are riddled with the kind of conditional 
sale on which Mr Wilson, in his capacity of controller of the 
home market, imposes condign penalties. (Sir Stafford Cripps, 
in his interview with the Canadian Press Association last 
February, was a good deal franker on this subject.) 

It may scem unreasonable to make so much fuss about 
nomenclature, and there is undeniable force in Mr Wilson’s 
plea that, but for these agreements, call them barter or not, 
the British standard of living, the level of world trade, and 
the recovery of Europe, would alike have suffered. They 
offered the only immediate remedy for a desperate situation. 
But it is equally undeniable that the artificial prices assigned 
to the goods concerned have powerfully contributed to main- 
taining and aggravating the discrepancy between costs in dollar 
and non-dollar countries. 


* x * 


Greek Dilemma Over Albania 


The sorely-tried Athens Government has had one more 
piece of dynamite thrust into its hands. The victory on Mount 
Grammos has faced it with the immediate decision whether 


or not to throw caution to the winds and invade Albania in | 


pursuit of rebels who have slipped over the frontier. The 
Greeks have so far held their hand, but have issued a warning 
the terms of which, however justifiable in principle, have sent 
shivers down the spine of responsible observers. They have 
said in effect that, if the rebels come back over the border to 
renew their attacks, the Greek army will next time carry the 
campaign into Albanian territory. 


There are two aspects to this declaration. First, it is quite 
understandable that Greek public opinion should demand and 
receive from its own Government assurances that nothing will 
bz left undone to end the civil war once and for all. But 
retaliation on Albania is a more dangerous project than it was 
some months ago, when the idea was first discussed. Moreover, 
it is one thing to threaten drastic action and leave the enemy 
guessing about its nature, and quite another thing to commit a 
government in advance to an act of war. Although other state- 
ments with just as grave implications have been made by 
other governments as part of the cold war, this declaration from 
Athens is disturbing. The Greeks would be well advised, at 
this juncture in Balkan affairs, to say little and do nothing 
until their case has again been dealt with by the United 
Nations General Assembly—from whose agenda the Russians 
have failed to remove it. Otherwise they risk losing all that 
they have so desperately gained. 


An attack on Albania could set up a chain reaction which 
at best might bring down Marshal Tito, and at worst could 
bring East-West relations to a crisis. Tito’s eclipse would mean 
a Serious weakening of the effort to stand fast against Soviet 
megalomania, to which neither British nor American foreign 
policy—to say nothing of the United Nations—could remain 
indifferent. It is safe to assume that a localised brawl in the 
Balkans, in which Tito would be tempted to hit at the Comin- 
form through Albania, would suit Moscow’s book. Every 
effort is being made there and in the satellite capitals to build 
up a case for intervention in Jugoslavia. The Greeks should 
beware of providing a pretext. 


x * *® 


Show Trial for Mr Rajk 


Now we know all about Mr Rajk. Just as six out of the 
seven members of the Soviet Communist Politburo at the death 
of Lenin were, in fact, revealed as enemies of the party and 
the revolution, so Mr Rajk has been for twenty years a spy in 
the Communist ranks, either for the police of Admiral Horthy 
or for the Gestapo or for the American Intelligence Service. 
Also implicated in his foul treachery are, of course, Marshal 
Tito and the other Jugoslav Communist leaders, with whom 
he recently plotted to carry out a putsch in Hungary and who 
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were already working for Britain and America against Russia 
during the war. If we doubt these things we are contradicting 
Mr Rajk himself, who has included himself in all the accusa- 
tions he makes. 

Everything connected with the trial has been in accordance 
with the set pattern of such performances: the preliminary 
official announcements of the accused man’s guilt over a wide 
range of crimes ; the stereotyped resolutions of workers” meet- 
ings demanding punishment for the guilty man before he is 
tried ; the fluent confession in open court, with all the political 
definitions up to date by the latest Communist text-books’; 
the providential suitability of the confessions to the current 
propaganda line of the Cominform, and the miraculous con- 
formity of events a dozen years ago to the situation which has 
existed since Tito’s break with Moscow eighteen months ago. 
The only difference—if it can be called that—is that the lan- 


guage of the prosecution has reached a new level of violent 
beastliness. 


Mr Rajk has no doubt made himself in some way obnoxious 
to the leader of the Hungarian Communist Party, Mr Rakosi, 
or to the Kremlin. But to eliminate and discredit Mr Rajk 
is clearly only a part, and a subsidiary part, of the purpose 
of this latest of Communist show trials. Just as the confessing 
Old Bolsheviks in Moscow in 1936-38 accused themselves, but 
above all Trotsky, who was beyond the reach of the Soviet 
police, so Mr Rajk has given first place in dishonour to Tito, 
whom the Cominform cannot so far put in the prisoner’s dock. 
Tito’s reputation as a sincere Communist is torn to shreds ; 
he appears as a double-faced adventurer who never wanted to 
destroy capitalism in Jugoslavia—which will be good news 
to all the Jugoslav bourgeois who have been expropriated— 
and whose policies were dictated during the war years by the 
British and American military missions. The growing idea in 
Eastern Europe that heresy in the Party is possible without 
treachery has to be killed. 


It is not only Tito who is now in disgrace ; so also is Mr 
Zilliacus, who has appeared to espouse Tito’s cause. Pravda 
has now declared that his stand has “aroused the indignation 
of the democratic people of the entire world.” The confessions 
of Mr Rajk, and of the Jugoslav exile Mr Brankov in the same 
trial, must have put Mr Zilliacus in an awkward position, for 
he has previously given the impression of considering the 
confessions made in Communist show trials as worthy of 
credence. He must now admit either that he was all wrong 
about Tito or else that Communist confessioneering is the dirty 
business most non-Communists think it to be. 


* * * 


Who Shall Internationalise Jerusalem ? 


The delegates at the current Assembly of Uno have a hard 
decision to make about Jerusalem. Are they to uphold a vote 
which they gave as lately as last December, to internationalise 
the city and its environs as far south as Bethlehem? Or are 


they to bow to the result of a war, accept the divisions hewn ~ 


out since then by the local Israeli and Jordanian military 
commanders, and establish an international frontier line through 
the very streets of the world’s most sacred city ? 


Obedient to the instructions they gave last December, their 
Conciliation Commissioners have evolved a plan for inter- 
national management on what is virtually a cantonal basis, with 
a neutral judiciary. This, like so many past plans for Palestine 
as a whole, is neat as a pin on paper, and eminently workable, 
given a will to work it in Jerusalem. But this will, now as in 
the past, is non-existent. King Abdullah, speaking from Spain, 
which he has been visiting, has declared that he cannot cede 
a yard of Arab sovéteignty. The comment of Mr Sharett, 
before leaving Israel for Flushing Meadows, was even more 
categorical. The modern or Jewish part of Jerusalem, he said, 
was an integral part of the state of Isracl. Had it not been so 
it would never have survived the siege. Surrounded as it is 
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on three sides by Arab-held territory, it must remain Jewish 
and retain the right to organise its self-defence. 

Is it, in these conditions, possible to organise the “ effective 
United Nations control ” which the Commissioners’ plan so 
optimistically prescribes ? Its suggestions for administration 
begin with a division of the area into a Jewish and an 
Arab zone, each under its own responsible municipal 
authority. To these two authorities, it suggests delegating all 
matters except those reserved in the plan to the United Nations. 
The principal rights denied to these authorities are that to 





admit immigrants in such a way as to upset the present demo- 
graphic balance ; that to convert their police, of which they may 
run §00 each, into para-military organisations, and that to 
supervise access to the Holy Places. These matters are to be 
the charge of a United Nations Commissioner appointed by the 


Assembly and making annual reports to it. He may enrol 
guards to protect the Holy Places and his own security, and 
for him and these the United Nations will pay. He is to be 
assisted by a General Council of fourteen, of whom ten are to 
be selected by the zonal authorities and four by himself. The 
Judiciary is to be international and to consist of judges of 
foreign nationality, elected by the United Nations, as are those 
of the International Court of Justice. 

Whether such a scheme would ever have worked is doubtful. 
Its maintenance would depend on force and forces which Uno 
lacks, for unless it were protected by a military regime far 
more stringent than that once run by the British, terrorists 


would wreck its proper running. Certainly it is inapplicable , 


now. The best course for the Assembly, therefore, is to cut 
its losses and save its breath for the internationalisation of the 
Holy Places, to which both Israel and Jordan would agree. 


* * * 


The Health Service in Practice 


The many Americans who, on arrival in this country, want 
to know how the health service is working in practice can 
hardly do better than to buy a copy of the special number of 
The Practitioner which is devoted entirely to the subject. 
Articles have been contributed by practitioners in every major 
branch of the service (a big and unfortunate omission is any 
account of the mental health services); there is an article by 
that often neglected person, the patient—in this case a former 
private patient ; and other articles dea] with administration, 
the working of the health service in Scotland, and cost. 


In view of the hostility of a large section of the medical 
and dental professions before the service was introduced, it is 
surprising that the opinions expressed by the practitioners are, 
on the whole, not unfriendly. Very occasionally, political bias 
peeps out ; but criticism is in the main constructive, and there 
seems. a general desire to make the best of a service that, in 
one forg: or another, has obviously come to stay. Severe 
criticism is expressed of the division of responsibility for the 
maternity service, which may, in the opinion of the writer of 
the article, be reflected in a check 10 the fall in infant and 
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maternal mortality. Otherwise these is little dissatisfacs: 

with the machinery of administration—the regional boards for 
hospitals, the local executive councils for the genera] medical 
services, and the local health authorities for the preventive and 
after-care services, 3 


What is striking, however, is that the criticisms of the 
working of the service as a whole are very similar in all the 
articles. There is general agreement that it was introduced 
100 quickly, before facilities could be expanded to anything like 
the amount necessary. The article on dentists, for j 
which is in the main supported by the report of the working 
party on the “ chairside times ” of dental treatment, also pub. 
lished this week*, emphasises the almost intolerable burden 
of work placed on a profession that tends to be abused sj 
because, in trying to fulfil a huge public need, it is also making 
a great deal of money. There is also agreement that private 
practice, in the specialist service, is being unduly penalised by 
the regulations on charges for private beds and operations in 
hospitals. Most of the practitioners deplore the growth of 
committee work and form-filling, and many of them refer to 
the abuse of the service by a small minority of the population, 


* 


The trouble is that, although some economies covid be 
made by cutting out extravagance, the only way to make real 
improvements in the service is to expand its facilities and 
thereby increase its cost. Yet a rise in its cost is out of the 
question, or ought to be, for some time, and a more immediate 
question is to decide how can expenditure on the present 
services be prevented from rising. Here, again, there is almost 
general agreement throughout the practitioners’ articles that 
the patient should make a token payment when he uses the 
service’s facilities. This step would not be an easy one for 
any political party to take. But what is the alternative? 
Arbitrary reductions in fees and salaries cannot be carried out 
indefinitely without serious repercussions on the standard of 
treatment ; in any case they are an unfair way of compensating 
for the Government’s gross underestimate of the public’s 
demand for the health service. Since the people want the 
service they must pay for it, and a token charge may be the 
best way of making them realise that the service’s success or 
failure depends on their recognition and acceptance of this fact. 


* * * 


School or School-Factory 


A recent tour of old and new school buildings confirms a 
very pertinent remark of an inspector, quoted in the 1948 
Annual Report of the Ministry of Education. The newest 
school buildings, he said, are so indistinguishable from 
“social centres or territorial drill halls or new factories for 
light industry” that they fail to command that respect and 
attention that a school building ought to inspire. 


This criticism touches something deeper than the question 
of prefabrication or of the decision (now reversed) to build 
only single-storey schools in order to economise in steel and 
timber. It is a criticism of the attitude of mind which produces 
schools as stereotyped shells, excellent as far as window space 
and lavatory accommodation go, but so Jacking in character that 
a child moving from one identical playground or classrcom 
to another can only with difficulty appreciate that he has made 
a change of environment. 


To say this is not to deny the advantages of the new schools 
over the dark and debased Gothic of the earlier school build- 
ing. But the effect of the 1944 Education Act, which made 
the county council the education authority, has undoubtedly 
been to reproduce the county architect’s blue print fifty umes 
over. Nor is the prefabrication method to be blamed for the 
dreariness of postwar school building. It permits a new flexi- 
bility in the planning vf schools with certain economies 
cost. 

What is at fault is the failure to recognise that a school by 
its very nature is a very individual organism and that to stereo- 
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type school building is in a sense to frustrate the whole purpose’ 


and is a reflection of the harm that has been caused to the 
whole concept of building by too great an emphasis on its 
utilitarian functions. A recent article in The Nineteenth Cen- 
tury, by Professor C. A. Mace, in discussing industrial morale 
says of the building industry : 


How much less efficient the industry is now than it was before 
no one can say, and so far as it may be less efficient no one can 
say to what extent this is due to factors over which no one has 
control. As for morale, how could any industry expect to display 
a healthy self-confidence when it is being scolded by so many 
critics ? What the industry needed most at the end of the war 
was a moral tonic—the chance to earn merited praise. Instead 
of being asked to build so many temporary houses with substitute 
materials, it might have been asked to include within its pro- 
gramme a couple of cathedrals, or better still, a town of a thousand 
homes to house the families of a thousand heroes—houses to 
stand a thousand years and to bear comparison with anything to 
be seen in, say, Oxford or Cambridge. No one can be sure that 
the builders would have “fallen down on the job.” 
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* * * 


: A Split Among the Swiss 

d The Swiss are in the middle of a constitutional crisis 
ne which is of interest in itself and not without bearing upon 
te everyone’s problefns. For many years the Federal Government 
at has used emergency powers to deal with economic difficulties 
st ad hoc. During the last war this practice was extended and 
at the federal budget was balanced only by levying a direct 
ie federal tax, which the Constitution of 1874 does not sanction. 
or In spite of Switzerland’s great prosperity and a good deal of 
> discussion of financial reforms which might bring the fiscal 
it system into harmony with the constitution, no reform has 
of yet been achieved. 

ig During this year agitation against the “arbitrary” methods 
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of education. But the defect goes deeper than school building | 


Bottles 17/$ 


66Y 


of the ‘federal executive’ has been growing. The Government, ‘ 


the major political parties and the German-Swiss as a whole 
regarded this agitation as demagogy; but the French-Swiss 
considered that the German-Swiss majority in Berne. was 


tyrannizing over the country. The Canton de Vaud became . 


headquarters of the agitators, who found enough supporters to 
demand a referendum in favour, as they claimed, of a “ return 
to direct democracy.” The actual proposal was to reinstate 
the provision of the Constitution, in abeyance for some years, 
whereby any legislation which affects the relationship between 
the Confederation and the Cantons (as virtually every eco- 
nomic law must) cannot come into force until it has been 
submitted directly to the people. The referendum was held 
on Sunday, September 11th. The Government and a majority 
in both parliamentary chambers made it clear that they re- 
garded the whole performance as a great waste of time, but 
they were certain that the referendum would fail im its 
purpose. To their consternation, however, on a Kight poll of 
40 per cent the ayes had it by the narrow margin of 281,961 
votes tO 272,359; there was an enthusiastic majority only in 
the French-speaking cantons of Vaud and Neuchatel, and in 
the Valais, which is mixed French and German. 


This vote for “direct democracy” creates a number of 
difficulties. It casts the shadow of a racial rift where the Swiss 
had been proud to boast that none existed. It forbids the 
continuation of a number of administrative practices which 
have been in use for years, but without allowing time for 
alternatives to be constitutionally devised. The Nationalrat 
and Standerat are now meeting to deal with the void as best 
they can ; the economic outlook is such that precisely such aids 
as the emergency powers provided may soon become more 
necessary than they have been for some time. Although 
referendum votes tend to be irresponsible, the whole incident 
has admittedly created a certain malaise over the fact that 
the sovereign people should be able so lightheartedly to vote 
away the recommendations of its own elected representatives, 
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Can Unesco Come to Earth? 


Without increased material means the United Nations 
Educational, Scientific and Cultural Organisation (Unesco) 
may become merely “a collection of symbols and a laboratory 
of illusions ”—such was the warning given by Dr Torres 
Bodet, the Director General, at the opening meeting of the 
fourth general conference in Paris last week. This warning 
will carry much greater weight than it would have done a 
year ago, when there was a widespread feeling that Unesco 
in fact was already what Dr Torres Bodet has now warned 
that it may become. 


Since he became Director General less than a year ago Dr 
Torres Bodet has tried to follow the golden rule which he 
himself sets forth in his report—“ that it is better to keep to 
a small number of items than to cover a great number of 
fields to which only superficial attention must needs be given.” 
He has also pointed out that the production of general studies 
on this and that will “ only touch the imaginations and hearts 
of the peoples” if they result in practical action from which 
concrete benefits can be expected: And Unesco can now point 
10 a number of practical contributions towards better inter- 
national understanding. Such for instance is its “ Inter- 
national Handbook of Fellowships, Scholarships and Educa- 
tional Exchange,” a unique publication containing information 
on over ten thousand awards in nearly thirty countries which 
should really promote increased international educational 
exchanges. Likewise Unesco’s surveys of educational recon- 
strucuion needs in various war-devastated countries and its 


world-wide campaign to meet these needs, ¢s an eminently 
worthwhile task, 


* 


Since Unesco is showing some signs of starting off down 
the right road, why is it still willing to be diverted down 
byways which can lead to little practical benefit to the rest of 
humanity ? Ought Unesco, for example, to devout even a 


' smal] part of its resources to an inquiry 


to analyse and define the main connotations of liberty, democracy, 
law, equality, which have emerged in the history of political and 
legal philosophy ; to determine their practical influence today ; 
and to estimate their importance in current ideological contro- 
versies ? 

Surely this sort of inquiry could be safely left to private 


enterprise. It is shocking that, when Unesco itself reports 
children in many countries stil] lacking adequate education, 


The Function of Government 


Either the Legislature must undertake the regulation 
and management of the whole business of society, or it 
must not undertake to manage a part. Its proper function 
is to protect the people in carrying on their own business. 
By undertaking to look after their health, it is required 
to Jook after their milk and bread and beef, and make 
itself responsible for all. The people may suffer from 
improper or neglected cultivation, from an injudicious 
application of manufacturing strength—is there to be a 
Board of Agriculture to regulate the crops, and a Board 
of Manufacturers to apportion production and consump- 
tion ? There is no part of society which may not be as 


much contaminated from feeding cows and manufacturing 
milk, as from forming a sewer; and if government is bound 
to prevent injury from the one, it is bound to prevent 
injury from the other. On the principle now in vogue, 
government is made responsible for the existence of evil 
in the world, and is held bound to eradicate it. A surer 
means could not be invented to bring governments into 


disrepute, and Vv are really required to 
change creation, must cause disappointment, must 
fail to fulfil the onerous duties required of them, and 
must fall beneath popular anger 


tan ener 
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nearly $130,000 should be spent on such pompous Nonsense 
while the Department of Reconstruction gets a bare $417,000, 
Again, the idea of establishing an order of priorities is 
excellent. But it is rather discouraging to find that the 
projects which have been labelled as of secondary im, 
are the establishment of an “ international computation centre» 
the promotion of the publication of a journal on phi 
and humanistic studies, and a volume of essays on the Philo. 
sophical principles of human rights; and a report on what 
research “should be undertaken on native cultures in Abies 
in order to further the purposes of Unesco.” All these pro. 
jects might well have been scrapped altogether. Paradoxically 
in fact, Unesco continues to be haunted and handicapped by 
the breadth and grandeur of the vision which dazzled those 
who drew up its constitution. It has also been slightly infected 
by the Teutonic tradition in American sociological research, 
Dr Torres Bodet cannot expect a response to his appeal for 
more funds unti] Unesco has given even more convincing 
evidence that its feet are planted firmly on the ground and 
that it can keep the professors on the leash. 


* * * 


Boomerang for Dr Dalton 


At a Labour Party rally at Filey last week, Dr Dalton 
thrust his head out a little too far on the subject of Strasbourg 
and the Council of Europe. He is reported to have said, among 
other jeers at the Opposition, that Mr Churchill and his 
fellow Conservatives would propose measures for greater unity 
in western Europe which would not fit in with the kind of 
speeches they made at Strasbourg. This remark might prove 
a stunning boomerang—for two reasons. First, because many 
sound and ambitious things were said by Labour delegates in 
Strasbourg which the Labour Party would not dare to endorse 
in an election year ; second, because if there was anyone who 
tried to blur the distinction between delegates as individuals 
(which they were) and delegates as representatives of govern- 
ments in power (which they were not) it was Dr Dalton 
himself. 

If there is to be argument about whether the Conservatives 
or Labour can best afford to preach unity in western Europe 
and its practical consequences to meetings in the constituencies, 
it can be said straight away that both will find it equally em- 
barrassing and difficult. At a time when Labour Ministers 
have shown scant respect for European solidarity, with actions 
and omissions discussed in a leading article in this issue, Dr 
Dalton would have been wise not to have trailed his coat. 
In any case, it is surely the interest and the duty of both 
parties to try to make their policy in western Europe bi- 
partisan. Who knows which will predominate at next year’s 
Strasbourg meeting ? 


By propagating the legend of a great Conservative conspiracy 
at Strasbourg the Labour Party is making itself look rather 
silly ; for there were only six Conservatives there against eleven 
members of the Labour Party. As it was Mr Bevin who 
launched the policy of Western Union and Mr Attlee who said 
that Europe must federate or perish, it looks as if Dr Dalton 
is rocking the party boat in his best bonhomous mannet. 


* * * 


Why the Sea is Boiling Hot 


It probably started with Mr Pollitt, who is, after all, a 

Lancastrian: 

He laughed like anything to see 

Such quantities of sand: 

If only this were free for all, 

He said, it would be grand. 
So the Blackpool Communist Party moved on to the sands 
and carried the class war in among the deck chairs, and the 
sand castles. After them stalked the Blackpool Corp 
with writ, interim injunction. and formal undertaking. _ The 


Communist Party retreated. “ It’s getting as dark as it an,” 
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said the Secretary. “Why, we're under a pier! We're on 


private property 
Oh, Marxists, come and walk with us! 
The Town Clerk did beseech. .. . 
The eldest Marxist winked his eye, 
And shook his heavy head— 
Meaning to say he did not choose 
To leave the oyster-bed. 

More soberly, this week the Chancery Court of the County 
Palatine of Lancaster has decided that the Communist Party 
of Blackpool may hold meetings on the borough sands, pro- 
vided they hold them on private property. Blackpool beach 
belongs to Blackpool Corporation, save for three narrow strips 
under the three Blackpool piers. The freehold of these strips 
is vested in the companies that own the Blackpool piers. They 
are private property. It is not open to the Corporation to 
prohibit meetings there: that prerogative belongs to the Pier 
Companies alone and, so far, they have taken no exception to 
Communist meetings, provided they are held beneath their 
boards (in which decision they are, perhaps, a little forgetful 
of the lesson of November the Fifth ?) 

The law has triumphed again, in defence of the right of the 
individual to urge that the individual should have far fewer 
rights than he now has. But may not the Blackpool Com- 
munists’ redness of cheek be due, in part, to the fact that they 
owe this right to advocate the abolition of private property to 
the fact that private property still exists ? 


Target for Cyclists 


If bicycles could ring their own bells there would come 
from the luggage vans and cloakrooms of the main line rail- 
ways such a tumultuous tinkle as would reach the ears even 
of the Railway Executive. Bicycles on holiday are barbarously 
treated, and form among the goods and luggage handled by 
the railways an under-privileged and much-abused class. Dogs, 
two-day chicks, prams, horses—even the insensitive pig—are 


Letters to 


Devaluation 


Sir,—Unless the recent devaluation of the pound is a 
deliberate short-run attempt to win new dollar markets and to 
end the speculative “ embargo ” on sterling, the present govern- 
ment has in my opinion embarked on an apallingly hazardous 
policy. 

For the 30 per cent devaluation of the pound necessitates 
a more than 40 per cent increase in export sales at current 
prices if present dollar earnings are to be merely maintained 
at their existing level. And, even assuming that a 40 per cent 
increase in exports can be achieved, it is quite improbable that 
present domestic prices (including wages) can be maintained 
in the face of the inflationary pressures generated by 
heightened activity in the export industries. At the same time, 
we must certainly recognise the deflationary effect of our 
increased exports to the American markets where an incipient 
recession, in spite of recent stabilisation, is still in evidence— 
and a falling dollar national income augurs ill for British 
exports regardless of exchange rates. 


Only if such drastic devaluation brings sizeable and imme- 
diate dollar purchases of sterling, only if it leads to considerable 
and immediate increases in our dollar markets, and only if 
these reactions are followed within a fairly short period of time 
by appreciation of sterling to a more reasonable dollar price 
(say $3.50) can it, I believe, lead to any amelioration of our 
Current economic adversity. 


As an American who has chosen to live in Britain for the 
next few years and as a person who considers the welfare 
of our world to be dependent in many respects upon the 
ney political, and economic welfare of Britain, I fervently 

Ope that: 
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treated with the utmost respect, but the bicycle with im- 
patience and derision. 

A passenger wishing to take his machine on holiday, say to 
Scotland, can choose between sending it in advance or taking 
it with him—that is to say among the luggage on his own train. 
Both methods are expensive and dangerous. The bicycle 
may leave London cleverly balanced between suitcases ; by 
the time it has crossed the Border it will have disappeared 
behind milk churns ; by the time that the Highland line has 
been passed it may be invisible and unattainable. If a kind 
porter tries to segregate the bicycles in a party together, they 
will probably be swayed and jolted into intricate embraces 
that cannot be broken during the few minutes that the train 
stops at Kingussie or Glenfinnan. Forwarded all on its own, 
the bicycle may take a week to cover five hundred miles or 
three days to cover fifty miles, whichever is the worse. 


Bicycles, like passengers, demand. individual treatment ; 
they become untidy and obstreperous if they do not get it. 
On the Continent, when in the station, they stand in stalls like 
horses ; when travelling, they hang, like meat, from the roof. 
They are clearly labelled and sorted; to get them out on 


arrival demands neither brute strength nor subterfuge nor 
pourbotres. 


This is a matter of business, not merely of sentiment, for 
British bicycles are tough and can take it. British Rail- 
ways should take more thought for their owners, How many 
passengers might not be tempted on to the railways, away 
from the buses and the dangerous high roads, if they thought 
that they would receive some slight evidence of care: racks 
or hooks in the luggage vans, quick access for porter or 
owner, skilful handling at stations, and quick delivery when 
forwarded. It is said that two million cyclists travel yearly 
by train ; this is an astoundingly low figure. British Railways 
should revise their targets and treat bicycles with at least as 
much care as kippers or racing pigeons. 


the Editor 


(1) the Government, as Sir Stafford Cripps has implied, is 
prepared to appreciate the pound within the mear future, or 

(2) that I am mistaken in my views concerning the possible 
outcome of devaluation.—Yours faithfully, 


Rosert W. CLower 
Aberdeen 


Currency Unions 


S1r,—Is not the first step for the U.S.A. and the British 
Commonwealth to agree that their respective citizens should 
not be regarded as “aliens”? Eire and Britain are now com- 
pletely independent, but their citizens are not “ aliens.” 


Is this not a useful precedent, and one likely to lead to closer 
unity ?—Yours faithfully, STANLEY UNWIN 


40 Museum Street, London, W.C.1 


The New British Aircraft 


Sir,—Your comments on “The. New British Aircraft” 
(September roth) are discouraging. America is the only 
country in the world even capable of competing with our latest 
types, yet we are far ahead of America in our gas-turbine 
engine development. 


On the other hand, the potential customers, the airline 
operators, are world-wide. “Prestige and strategy” may 
prevent us from selling to the Americans, but the Belgians, 
Dutch, Swiss, etc., want aircraft that will give them the lowest 
operating costs and maximum utilisation. Up to the; 





day the European airlines have been operating with converted 
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military transports—Dakotas and Skymasters and a tew later 
modifications of these designs. In 1946, 290 aircraft out of 
472 operated by the European airline companies (excluding 
British) were in this category ; the remaining types were even 
less suitable for the job. Since then only the Americans have 
produced suitable replacement aircraft and British companies 
were not bound by prestige when ordering Constellations and 
Stratocruisers. The factors which governed their acquisition 
were financial not strategic. Similarly, the British Empire air- 
lines have been forced to operate American types, but now 
that we have economic aircraft available this situation will 
change. 


Therefore, on the showing at Farnborough, it is hard to 
believe that the dollar-starved European countries and the 
Empire alike will not be very good customers for our virile 
aircraft industry.—Yours faithfully, ROBERT SOWTER 


87 Fox Lane, Palmers Green, N.13 


{The Note on page 582 on September 10th made it clear that 
the British aircraft industry is far ahead of the industry of any other 
country in the development of gas-turbine aircraft for civil use. 
The operating economics of these aircraft have yet to be tested in 
practice. A world-wide export business in civil aircraft will need 
the American airlines as customers, and the Note drew attention 
to the difficulry which American airline companies may have in 
bringing themselves to recognise the superiority which the British 
product is likely to have in the next few years. It is to be hoped 
that they will overcome the difficulty and buy the British gas- 
turbine aircraft on a large scale ; but this cannot yet be taken for 
granted.—Eb1Tor.]} 


Hard Work for the City 


S1r,—Sir Stafford has drawn upon our final reserve leaving 
us with the stark reality that we have no choice but somehow 
to make our production costs competitive. 





THE ECONOMIST, September 24, 1949 


In the days before Whitehall controlled every section of our 
national life it was the City which set the lead for Brit; 
business activity. Now, in our time of peril, let the City show 
the way to increased production by personal example. Let 
us see all the offices fully staffed every Saturday morning. 


The Stock Exchange was one of the earliest industries to 
adopt a five-day week ; a reversion to 54 days would Teally 
prove the seriousness of our plight and provide a Positive 
example of emergency action which would be followed 
throughout the land.—Yours faithfully, W. A. Kinnear. 


1c Park Avenue, Mossley Hill, Liverpool, 18 


The Repellent Germans 


Sir,—Your reference to the Germans as “a not very 
attractive people ” might be dismissed as a lapse of taste, But 
it is worth noting that it coincides with a number of other 
utterances, similarly evoked by the German elections. While 
it was right that the sinister undercurrents made visible at 
the German elections should be criticised, and salutary that 
the Germans should know how shocked we were, it was rather 
sad that so few English publicists made any allowance for the 
irresponsibility of politicians at election time (of which we 
had experience in 1945 and are like to have again). 


Now the full volume of these criticisms is reaching Germany, 
with additional matter. There was the foolish because in- 
accurate and ill-documented attack on Bishop Dibelius. Then 
on August 29th Life published a map illustrating possible 
western defence in the future, and showing in dramatic figure 
the explosion of three super atomic bombs carefully sited along 
the Rhine, the middle one appropriately at Bonn, the seat of 
the new government of the Second Republic! I think I can 





800,000 EXTRA READERS 
NO EXTRA CHARGE... 


Since September 1947 the Daily Mirror’s 
average daily sale has gone up from just 
under 3,700,000 to over 44 millions—an in- 
crease of more than 21 per cent. Yet the 


cost of advertising space remains the same 
— £14.16.4d. per column inch. 


The Daily Mirror tells your product story to 
more than 4} million readers. They’re the 
right sort of readers, too — young readers 
with long buying years ahead of them. 





@ From the recent changes in newspaper circu- 
lations and advertising rates one fact emerges 
irrefutably. The Daily Mirror’s rate of .79d. per 
column inch per thousand remains lower than 
that of any other National Daily. 
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understand the dismay and discouragement of responsible 
papers in Germany like Sonntagsblatt, Bishop Lilje’s brilliant 
weekly. Would it not be more helpful if, instead of lecturing, 
or even patronising, the Germans indiscriminately we took 
rather more seriously our responsibility towards that minority 
(however tiny and however unattractive) who are honestly 
seeking to explain us to their fellow-countrymen ?—Yours 
faithfully, E. G. Rupp 
Richmond College, Surrey 


§ir,—Mr Merton’s apologia for Germany’s part in the last 
three European wars misses the essential points. In order to 
judge guilt for the war of 1870 it is not important who the 
contemporaries thought guilty but who was actually responsible 
according to the documents, In so far Mr. Merton’s quotation 
from The Times is irrelevant. He would do better to quote 
Bismarck himself who has expressed himself repeatedly with 
cynical frankness—particularly in his memoirs—about the way 
in which he alone brought about the wer. 


Guilt for the 1914-18 war was certainly not Germany’s alone; 
nevertheless here too it remains a fact that the Kaiser’s 
Government did little to hinder it. For the rest, Hitler’s sole 
guilt for the 1939-45 war has manoeuvred Germany so much 
into the role of the eternal aggressor that the crime of 1939 
completely overlays the neglect of 1914. 


No service is done to Germany by the way in which constant 
attempts are made on our part to minimise our share in 
responsibility for the events of the last seventy years. On the 
contrary the way to re-establishing a common policy can only 
be prepared by clear and honest confession of what was wrong. 
Mr Merton’s differentiation between the individual Hitler and 
the German people is completely unreal. In the life of states 
the citizens are liable for the deeds of their government to at 
least the same extent as shareholders for those of their board 
of managers and often as much as the partners in a company 
without limited liability. Would the German people have been 
ready in the event of victory to leave the fruits solely to the 
Nazi Pacty ?—Yours faithfully, Kurt Grat BLUCHER 


Baum gartenmiihle, Germany 


Ashridge 


Sir,—As a former student of Ashridge I am writing to ask 
you to do all in your power to influence opinion to the ends 
that cither— 


1. The work of Ashridge shall continue uninterrupted, and 
on a strictly non-party basis, or 

2. General Paget shall be persuaded to carry on the work 
he has been doing at Ashridge in some new establishment, and 
that funds be found for it. 
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I think that it is most unlikely that the first-mentioned 
alternative is now possible because.(a) I doubt if anyone will 
now believe that Ashridge is, under the new arrangements, 
strictly non-party, (b) because the good results achieved by 
Ashridge in the last few years have been built up around the 
personality, character and ideals of General Paget, and (c) 
because I doubt if anyone will be able to achieve good results 
with the kind of work General Paget has been doing, so long 
as the governors insist on another activity under a separate 
head sharing the same buildings and services,—Yours faith- 
fully, A PROFESSIONAL ENGINEER 


The Corporate State 


Sir,—I am very surprised that your reviewer, in trying to 
place Christopher Hollis’s book Can Parliament Survive ?, 
should have ignored the suggestions of an illustrious Victorian 
who not only proposed a corporate state, but tried to do some- 
thing about it. 


I refer to the Prince Consort’s friend and associate, John 
Scott Russell: a marine engineer of distinction, and one of. the 
nine purchasers of the Great Exhibition building which was 
transferred to Sydenham. It was from Sydenham that he 
launched his famous New Social Movement which was noticed 
by most of the newspapers and The Economist in 1871. Scott 
Russell’s plan was to form a Council of Legislation and a 
Council of Workmen: which together would work for a seven 
point programme which was, in essence, socialistic. The 
interesting thing about John Scott Russell’s scheme was that 
he secured the nominal adherence of the Earls of Lichfield and 
Carnarvon, the Marquis of Salisbury, Lords Henry Lennox and 
John Manners, Sir John Pakington, and Sir Stafford Northcote. 
Even more surprising was the support he received from the 
working class leaders like George Potter (editor of the Beehive) 
and Daniel Guile, secretary of the Ironfounders. Indeed, it 
was at the Beehive office that the preliminary negotiations were 
begun. 


So much of a stir did the scheme cause, that Gladstone 
delivered a public speech to his constituents at Blackheath on 
November 28th, 1871, in order to devote some time to criticising 
it. The date is very significant: for the following year marked 
the assembly of the Trade Union Congress at Nottingham for 
the avowed purpose of putting pressure on Parliament in order 
to secure the items in their political programme, Scott 
Russell’s plan was to capture the Trade Unions for the Con- 
servatives. He certainly gave the Liberals a bad fright, and 
some of their language on the question uses the two significant 


words “socialism ” and “ communism.”—Yours faithfully, 
W. H. G. ARMYTAGE 
25 The Grove, Totley, Sheffield 





Spotlighting Waste 


Administrative costs rise imperceptibly, 
but steadily. Every unnecessary record, 
every needless clerical operation pushes 
costs up. Our new booklet “500 Un- 


necessary Miles’? tells how we can heJp 
you to get them down. Why not write 
for a copy? Consultancy Division, 
Remington Rand Ltd., Dept. 3, Common- 
wealth House, 1-19 New Oxford Street, 
London, W.C.1. 
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*. . . presented here with admirable clarity.” 
—Economist, 


“* It opens the door to a very much wider knowledge of 
present-day economic difficulties . . .”— Affairs, 
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Books and Publications 


Making ot a Marshal 


“ Eastern Approaches.”’ By Fitzroy Maclean. 532 pages. Jonathan 

Cape. 15s. 

ONLY twelve years ago the Croat Josip Broz was purging the 
Jugoslav Communist Party of grave heresies then worrying 
the Comintern ; his fondness for ordering people about earned 
him among his friends the nickname Tito. Now Marshal Tito 
is defying his old masters and neighbours and turning towards 
bis old comrades, while political trials in Hungary are being 
staged to prove that the bold heretic of Belgrade is, and always 
has been, nothing but a Fascist and an enemy of the Soviet 
Union. 

This then is a specially good moment for a book by the 
Englishman who knew Tito best in the two years when he 
became a European figure, who had no illusions about his 
Communist views or his political ambitions, and who helped 
Mr Churchil] to decide—with his eyes wide open—that the 
Partisans must be supported on the battlefield whatever the 
political consequences might be. It is pleasing to think that 
the Tito who, after a party, revealed sufficient knowledge of 
English to recite “ The Ow] and the Pussy Cat,” may read this 
book and chuckle, as he is reminded of Mr Churchill’s advice 
when they met for the first time in Naples: 

My friend Marshal Stalin told me the other day that his battle 
with the peasants had been a more formidable and perilous under- 
taking than the battle for Stalingrad. I hope that you, Marshal, 
will think twice before you join such a batile with your sturdy 
Serbian peasantry. 

That was one fiash of insight into the future. There was 
another when Brigadier Maclean was reproaching Tito for 
having slipped away from his British friends in the Dalmatian 
island-base of Vis in order to pay a surreptitious visit to 
Moscow, Tito replied— 

Only recently Mr Churchi]] went to Quebec to see President 
Roosevelt and I only heard of the visit after he had returned. 
And I was not angry. 

Through such anecdotes and in the occasional analyses of 
Jugoslav personalities and politics with which the story of the 
Partisan campaign is interrupted, the second half of this book 
makes an authoritative contribution to the history of the war 
in the Balkans and the postwar settlement ; but it is made with 
modesty, even casually. The narrative is throughout highly 
personal, laconic where it might have been pompous, reserved 
where it might have been exuberant, ful] of the pleasures of 
life, and unsentimental both about the dangers that beset the 
author and his colleagues and about the qualities they showed 
in action. 

The thread that runs through the book, stretching from 
Moscow in 1936 to Belgrade in 1945, is what Flecker’s pilgrims 
10 Samarkand called “the lust of knowing what should not be 
known.” It drew Brigadier Maclean into spending his leaves 





University Text Books 


The shortage of text books is less acute than it 
was, but there are still not enough to go round, 
Students and others requiring books for the new 
university term should, therefore, place their orders 
now, when stocks are at their highest and before 
the beginning-of-term rush. 
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from the Moscow Embassy on unauthorised journeys to the 
Asiatic republics of the Soviet Union, to Bokhara and 
Samarkand, to ihe confines of Sinkiang and India, to Baku 
and Tiflis. 

There is an excellent chapter, written with acuteness and 
distinction, on the amazing trial in Moscow of Bukharin 
Yagoda and Rykov, respectively the leading theorist of the 
party, head of the NKVD and first successor to Lenin, which 
the author attended as an official observer in 1938. It gets to 
the root of the question why there can be such confessions, such 
humiliations, such self-accusations ; and it is in the final speech 
made by Bukharin, despite all Vishinsky’s efforts to bully him 
into silence, that the author finds the explanation. He js 
summarising what Bukharin said: 

Why had he admitted his guilt? In prison he had had time 
to look back over his past and he had asked himself this ques- 
tion: If I die, what shall I be dying for ? It was then that he 
had found himself looking into a black abyss, and had realised 
that, if he died unrepentant, there wouki be no cause left for 
him to die for. If, on the other hand, he were by some extra- 
ordinary chance to be spared, there would, without repentance, 
be nothing left to live for. . . . It was then that all the positive 
qualities of the Soviet Fatherland came back to him more forcibly 
than ever, and it had been this that in the end disarmed him 
completely and caused him to bow the knee before party and 
country. 


Fer good measure Brigadier Maclean gives us, too, some of 
the best sketches of the work of the Long Range Desert Group 
in the Libyan Desert that have yet appeared. One of the out- 
standing impressions of this book is of the ease with which 
the author and his fellow-officers secured at the highest level 
the co-operation of aircraft, naval craft, technical branches, 
politicians and other specialists. Flying Fortresses would arrive 
at precisely 11.30 in the morning to annihilate a German trans- 
port park in a remote Jugoslav village ; it was possible to talk 
to Mr Churchill on the transatlantic telephone at short notice ; 
and junior officers were invested with political powers which 
would make a Foreign Office official shake in his shoes. 

To foreigners who know no better these are al] manifestations 
of the legendary British ability to run a vast secret service with 
persons who call themselves gentlemen. This enthralling book 
will fortify the legend and doubtless inspire young men of 
another generation to take the “ golden road to Samarkand.” 


The Irish Puzzle 


“ Craigavon, Ulsterman.”” By St. John Ervine. Allen and Unwin. 
676 pages. 35s. 
THE interest of a new political biography may be twofold. 
It may describe a person of unusual or curious character. 
Alternatively, the subject may be a bore, but may be placed 
in a political situation of exceptional importance and com- 
plexity. No one could put Sir James Craig (to give him his 
more familiar name) into the former category, although the 
author gives an unexpected and pleasing picture of the charm 
which lay behind Craig’s rigid refusal to compromise on 
essential matters. But the political circumstances in which the 
first Prime Minister of Northern Ireland worked, and the con- 
ditions which produced the gravest constitutional crisis 
Britain since the Reform Bill of 1832, must be of 
interest to all modern historians. Unfortunately Mr St. John 
Ervine, who writes as an avowed and passionate Ulsterman, 4S 
not the man to illuminate the problem of Irish politics between 
1912 and 1922. 
Why was it that in Ireland during those years the rules of 
liberal democracy which had hitherto governed British politics 
fell into abeyance ? According to these rules minorities ce 
majority decisions, force is outlawed as a political weapon, 
the machinery of government is politically neutral. Ulster 


not only refused (understandably) to accept the majority verdict 
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jn Ireland, but, though this was not a clear issue, almost 
certainly would also have refused an adverse majority verdict 
in Britain. The private armies later to be such a sinister 
feature of Europe between the wars emerged first in Ulster, 
Jater in the South, while after 1920 an open civil war developed 
in the South. Finally the conduct of Sir Henry Wilson at 
the War Office and the “mutiny of the Curragh” in 1914 
showed that the political neutrality of the army was in doubt, 
and started a feud between the army and the Liberal party 
which was to have serious consequences in the First World War. 

Englishmen persisted in regarding all these incidents merely 
as aspects of the peculiarly tiresome character of the Irish, 
as annoying aberrations from the normal course of British 
development. In fact, however, Ireland merely displayed in 
a relatively mild form those dark and bitter passions which 
are all too familiar on the frontier lands of Europe, in Alsace, 
in Poland, and above all in the lands of the Austro-Hungarian 
Empire where alien landlords, racial hatred and religious 
intolerance rendered meaningless the ordinary rules of political 
democracy. With no common agreement upon fundamentals 
political compromise is impossible, and no such agreement 
existed then or exists now in Ireland. 

A discerning history of these years has yet to be written. 
Meanwhile Mr St. John Ervine’s life of Craigavon along with 
the official lives of Carson and Redmond will be one of the 
indispensable factual sources for the future historian. 


Market Economy and Soviet 


Economy 


“Markt-Wirtschaft und Sowjet Wirtschaft.”” By Adolf Weber. 

Richard Ptlaum Verlag, Munchen. 463 pages. 

Professor Adolf Weber, who is one of the oldest living 
German economists, presents a well written and amply docu- 
mented descriptive analysis of the market economy in general 
and the totalitarian economies of Nazi Germany and Soviet 
Russia in particular. He explains the principles, methods and 
results of the two contrasting economic regimes to the Germans. 
The emphasis is on the analysis of the German market economy 
modified by voluntary co-operation of the individual effort in 
all parts of the economy, i.e. trade unions, employers’ associa- 
tions, consumer and productive co-operatives, cartels, concerns 
and syndicates, etc. Professor Adolf Weber then makes this 
comparison : — 

The real contrast to the Market Economy is the direct 
(absolute) Command Economy, that is to say, the Administrative 
Economy under central and authoritarian control. The will of 
the State reigns supreme. The commands of the State regulate 
the relations of the individual activities according to a compre- 
hensive and unified economic plan. Allocation and delivery as 
ordered by the State are substituted for buying and selling on 
the market. Private initiative is suppressed by official direction. 
Only in Soviet Russia has the direct command economy been 

fully established. Nazi Germany’s economy is described as 
an indirect command economy, in which by necessity and 
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against the original economic ideas of the Nazis, the political 
regime transformed the market economy, leaving, however, 
some market institutions formally intact. This may 
create the illusion that the market economy was not funda- 
mentally changed, only regulated by State intervention which 
developed a regime known as “ steered economy.” The descrip- 
tion of the Nazi-German and the Soviet Russian types of the 
command economy proves the inevitable decline in the pro- 
ductivity of labour and the interminable struggle for order 
in the bureaucratic chaos of the command economy. In short 
the economic experiment of the planned economy in Soviet 
Russia is shown to be a failure. 

Professor Adolf Weber is convinced that Lenin and Stalin 
misunderstood the “historical materialism of Marx,” that 
they over-estimated the importance of the machine-technique 
and believed it possible to replace the price as a regulating factor 
of the market economy by State orders and State regulation. 
The general aim of a continued increase in the standard of 
living could be achieved within a market economy, intelligently 
steered by a State administration conscious of the productivity 
that is implicit in freedom, where co-operatives, trade unions 
and other market organisations regulate and modify individual 
initiative and effort. In fact, Professor Adolf Weber concludes, 


the aim of Marxist Socialism could be achieved in a market 
economy. 


France Beyond the Sea 


“ Les Richesses de la France d’Outre-Mer.’”’ By Charles Robequain. 
Payot, Paris. 221 pages. 480 frs, 

M. CHARLES RoBEQuaiN, who is professor of geography at the 
Sorbonne, has presented a highly condensed description of the 
economic geography of the territories of the Union Francaise. 
The French Empire is something of a blank in the general 
knowledge of the average Englishman, so that M. Robequain’s 
book provides a convenient compendium of the areas’ more 
important economic problems. His treatment of the subject 
rests on the assumption that the Union Francaise is not, but 
must become, a viable whole; that France—like Europe’s 
other metropolitan states, Britain, the Netherlands, Belgium 
and Portugal—should rejuvenate herself through a deter- 
mined development of her overseas territories, especially in 
Africa. To achieve this end a co-ordinated attack on the 
economic deficiencies of the various territories is necessary, 
account being taken of the labour supply and of the character- 
istics of the inhabitants of each region. M. Robequaih, 
who is a great traveller (he has already written a work on 
Malaya and the East Indies) pursues his analysis briefly and 
agreeably, making some interesting distinctions—for instance 
between small-scale individual colonisation, as in the Maghreb, 
and the colonisation of large capitalism, as in Algeria since the 
last war. The author’s conclusion that foreign capital is indis- 
pensable to the development of the Union Frangaise is in tune 
with the French Government’s recent decision to permit Ameri- 
can and Dutch/British oil companies to operate in Tunisia. 
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AMERICAN SURVEY 





Congress and the Gap 


(From Our American Staff) 


HE joint communique issued at the end of the Tripartite 

Ministers’ Conference is a document which can mean 
anything or nothing. There was no doubt that the nine 
men who were there—Canadian, British and American all 
locked equally elated—thought that it meant, and intended 
that it should mean, a great deal. But much will depend 
on the ninety-six who were not there, more perhaps than 
Ministers coming from countries with less effective con- 
stitutional checks and fewer constitutional balances can 
realise, despite many examples of the ability of the Senate 
to dispose of what the Administration has proposed. 

Much of the American and British satisfaction came, no 
doubt, from the report which the British delegates made, 
as their opening move, of the decisions taken by the Cabinet. 
Everyone in Washington had been bracing himself for a 
long and hard tussle over devaluation and the realisation that 
there was no need to preach to the converted, sent the talks 
off to a good start. But the greater part of the pleasure 
on al] sides came from the rediscovery—which apparently 
needs making and should be made at regular intervals— 
that the members of the Truman Administration are not 
such confirmed supporters of laisser-faire, and the British 
Cabinet not such doctrinaire Marxists, as fancy suggests when 
they have not met for some months. 


Of the achievements which could be announced, the first, 
and the easiest to implement, was the decision of the 
Economic Co-operation Administration to permit $175 million 
of its funds to be used to finance British wheat purchases 
in Canada. The Administration is, presumably, satisfied as 
to the legality of doing this. There are many, however, 
who are inclined to agree with Senator Butler of Nebraska, 
who called it an “attempt to violate the intent of the laws 
we have passed ”"—even though, unlike Senator Butler, they 
may dislike the intent of the laws. 

The value of the other short-term — and stopgap — 
measures mentioned will take some time to assess and will 
depend on the result of the American government’s review 
of its stockpiling programme and the willingness of the 
rubber manufacturers to return to the use of a larger per- 
centage of natural rubber in their products after some years 
of experience with synthetic. Not much can be done quickly 
to eliminate the anomalies of customs procedure, most of 
which, however absurd they may be, have achieved the status 
of law by administrative and court interpretation during the 
25 years since the last statutory changes were made. 

* 

If devaluation and the sum of the contributions, individu- 
ally small though they may be, from the United States 
and Canada, added to the measures already announced in 
the United Kingdom, can bridge the gap for three years there 
will be time for the real achievement of the meetings to 
take effect. What the Christian Science Monitor calls “ th 
profound moral victory” of American-British~Canadian 
statesmanship may well seem remarkable in Washington 
where, only two or three weeks ago, the leeches appeared 


to have sucked away so much of the blood of Anglo-American 
unity that its surval was doubtful. Thanks to the trans- 
fusion given by the President at Philadelphia, by the time 
the meetings began the colour had come back into the 
patient’s cheeks, which, with the publication of the com- 
munique, developed a rosy flush. 


This real achievement was that, for the first time, the 
bases were established from which attacks on the long-term 
economic problems could be made. Of first importance was 
the actual formulation of these problems, the recognition 
that, as Mr Douglas Abbott said at the beginning of the 
talks, “ What we are faced with now is not so much a further 
effort at reconstruction, but rather adjustment to the new 
situation in world affairs.” The British Loan was an attempt 
to give Britain the time and the resources to rebuild the 
world of 1938. When its inadequacy and the weakening of 
the British position became apparent, the Marshal] Plan 
widened the sights to include the whole of Europe and the 
goal became the reconstruction of the world of 1913, a 
year in which the interdependence of the European economy, 
which was one of the expressed aims of the recovery pro- 
gramme, was a fact. 


The devaluation of the pound, and most of the sterling 
area and other currencies, which, though only loosely allied 
with sterling are feeling the cold wind of the dollar shortage, 
is taken to be that adjustment which recognises the new 
Situation in the world and marks the end of the postwa 
period of reconstruction. But though the Chancellor is 
congratulated everywhere on his courage—the figure of 
$2.80 was greeted with an incredulous gasp—there are 
gloomy predictions of “ industrial chaos and inflation” in 
England which, it is feared, will cancel out the advantages 
British goods should now have in dollar markets, The 
attitude of the TUC is being watched apprehensively by 
those who believe that if the wage line can be held, Britain 
will begin soon to pay her way. 

* 


One of the fundamental adjustments made by the United 
States was its recognition of the value of the sterling area. 
There had always before been a tendency to deplore its 
existence as a form of financial concentration camp ; now 
the importance of its maintenance and development has been 
proclaimed. The communique, taken with the political com 
versations between Mr Bevin and Mr Acheson, suggests 
that the countries in the Indian Ocean area—and, in particu 
lar, those members of the Commonwealth who have become 
independent since the end of the war—are now to be built, 
thanks to a “flow of investment from the North American 
Continent,” into ideological barriers to the spread of Com- 
munism from the east and dollar earners for the sterling 
area as a whole, rather than allowed to remain a drain on ifs 
dollar resources. 

Another important adjustment from the American side 
was called, with proper delicacy, the recognition that “a® 
essential element” in any campaign for increased exports (© 
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the dollar area “‘ was the creation of a feeling of confidence 
on the part of sterling area exporters,” the feeling that “ they 
will be afforded the opportunity to remain in the markets . . . 
in which they will have gained a place and that the minimum 
of difficulties will be placed in their way in entering those 
markets.” After devaluation, it is too much to expect that 
many of the present obstacles are likely to be removed. 


The affirmation of a principle by the Administration in 
1949 does not imply its acceptance by Congress between now 
and 1952. The Senate at the moment seems to be some way 
behind the National Association of Manufacturers in its 
attitudes. The NAM has lately issued a report, containing 
the statement that “the necessity for developing an import 
surplus is inherent in our position as a creditor nation,” which 
seems to have, as Mr Lowell Mellett remarked, caught “ in- 
dustry’s political representatives somewhat unprepared.” 


Certainly such men as Senators Wherry and Malone, both 
of whom are assumed to come into that category and both 
of whom will still be in the Senate three years from now, 
have so far shown no sign of wavering. As soon as devalua- 
tion was announced, the former said that something would 
have to be done “to assure fair competition in the United 
States” and Senator Millikin—an important man as far as 
tariffs are concerned because he is the chairman of the 
Finance Committee when the Republicans control the Senate 
—feared that a flood -.f imports would “ intensify the distress 
in which many of our producers already find themselves.” 
During the debate on the Reciprocal Trade Agreements, 
Senator Malone spoke of Britain “ forcing other countries to 
remain a member of the sterling area” and of the lengths to 
which it “will go to capture a large share of our markets 
abroad” and even Senator Aiken, one of the most liberal 
Republicans, was afraid that “no American business or the 
jobs of American working people can be considered safe 
from becoming pawns in the game of international politics.” 

* 


When a party of visiting European journalists was in 
Washington Senator Vandenberg recounted to them the 
immense majorities by which foreign policy measures had 
passed the Senate and declared that “there is powerful 
consistency in these attitudes.” He had only just left the 
Senate, where the votes on amendments to the Trade Agree- 
ments Act (the imposition of quotas on the import of furs and 
petroleum were only avoided by the Vice-President breaking 
a tie in each case) showed that an equally powerful consis- 
tency still exists on the part of Senate Republicans and a few 
Democrats with industries in their states which believe them- 
selves to be in danger. The President’s authority to negotiate 
further reciprocal tariff reductions was extended for two years 
without any restrictive amendments, “ peril points” being 
discarded by a vote of 43-38. But one of the three Demo- 
crats who voted for the Republican amendment to keep the 
“peril point” provision, introduced by the Eightieth Con- 
gtess, was Senator O’Mahoney, one of the Administration’s 
most reliable supporters on foreign policy. His colleague, 
Senator Hunt, was also, though absent, paired in its favour, 
which suggests that the State of Wyoming is so apprehensive 
about the effect of Australian wool and Canadian cattle 
imports that both its Senators had to desert the Administra- 
tion to save their political skins. 


A real attempt to remove tariffs on an adequate scale, not 
merely to reduce them at the rate undertaken in the last 
fifteen years, and to do it at a time when European exporters 
are making a determined effort to make their goods and their 
Prices more attractive, might easily bring cries of anguish 
from enough States to entail certain defeat, even with a 
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continuing Democratic majority in Congress. To be sure of 
success, the Administration must see that the cries are 
stifled. They can only be stifled by education. It remains 
to be seen whether it is possible to carry out such a vast job 
of education in the time left. It would be unwise for coun- 
tries hoping to make an honest living in the near future to 
count too much on its success. 


Enforcing Competition 


[FROM A SPECIAL CORRESPONDENT] 


THE revival of activity on the anti-monopoly front reveals 
a number of groups pressing in different, and too often 
conflicting, directions. One stimulant has been the recent 
victory of the Federal Trade Commission over its long- 
standing enemy, basing-point pricing. (This system ensured 
uniform delivered prices over a trading area through agree- 
ment on a basing-point, such as Pittsburgh, from which 
all freight charges to the consumer were calculated, whatever 
the location of the supplier.) The basing-point battle, 
however, was only part of a larger campaign: the extension 
of anti-trust activities from attacks on obviously collusive 
price-fixing or the dominance of an industry by a single 
company, to include less obvious things such as trade 
practices suspected of reducing unduly the pressure of 
competition, especially in fields dominated by three or four 
large concerns. 


Consequently, there has been a great growth of commis- 
sion-made and court-made case law on trade practices, with 
multiplying uncertainties as to whether a certain practice 
is or is not illegal for one industry after a similar practice— 
with some inevitable differences in the circumstances—has 
been put out of bounds for another. Interwoven with this 
new offensive is the traditional hostility toward the “ con- 
centration of economic power” involved in mere growth in 
size of business units. Last, but not least, the reaction 
against the growing power of the trade unions, which pro- 
duced the Taft-Hartley Act, is leading to a renewed move 
to apply the anti-trust laws to organised labour, or to modify 
labour’s present exemption from them. 


On each issue there are at least two sides to be heard. 
But a majority of the contestants (though not all the members 
of the Federal Trade Commission) probably would agree 
on the need of clarifying the law. The agreement, unfortun- 
ately, does not extend to what should be clarified. Big 
business wants to be assured that its present practices are 
legal, while the anti-trust authorities want it made clear that 
they are illegal, or that power exists to declare them so if 
they are used in ways that impair competition. Small 
business, in the name of preserving competition, wants to be 
protected from many of its rigours. 


Both Houses of Congress have passed similar Bills (with 
different qualifying amendments) legalising freight absorp- 
tion, where it is not used monopolistically—whatever that 
may be construed to mean. Here the original initiative was 
taken by those who fear that recent decisions on delivered 
prices will lead to uniform prices at the mill (as they have 
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done in the steel industry) and prevent rivals from competing 
by selling in one another’s territory. But on the floor of 
the House the initiative was seized by those who consider 
it More important to protect small business, against domina- 
tion by a few large concerns, which might escape present 
legal definitions of monopoly. The court decision against 
the Atlantic and Pacific chain grocery stores and the present 
suit to break them up, reveal the same suspicions of bigness. 


The problem of maintaining competition presents a series 


of dilemmas. The tendency of the anti-trust authorities is 
to construe aby mitigation of the most extreme competitive 
pressures as coming within the ban of the law. But where 
competition is unmitigated, we have “ sick industries”; and 
the government is called in, for example, to support agri- 
cultural prices, and protect resale margins under the “ fair 
trade” laws. Before the war, price-floors were set for bitu- 
minous coal, and this may happen again. 


The tendency to protect smal] business by treating size 


as an offence, in itself underlines the need for greater clarity 
as to the part it is desirable for small business to play. 
Some think that its most important service is to furnish 
effective rivals to the existing giants. In that case, freedom 
of growth, to really large size, should be encouraged. Others 
think the continued existence of many small concerns is 
itself important, as affording multiple opportunity for entre- 
preneurship. But when the point is reached at which further 
growth in mere size becomes legally dangerous—wherever 
that point is set—then the incentive to compete in securing 
more business is impaired, and the vigour of competition 
is weakened by the very measures taken to protect and 
maintain it. 


There is similar confusion of thought concerning vertical 


integration, with its perplexing mixture of efficiency and sheer 
“ bargaining ” advantages. There seems to be an idea that 
combining two profits is wrong, but it is also held that 
passing one of them on to the buyer is unfair to the non- 
integrated competitor, for it involves using the profit derived 
from one stage of production to subsidise competition at 
another stage. There is also a latent conflict, which might 
become actual in the future, between the maintenance of 
competition and the private stabilisation of indusirial invest- 
ment foreshadowed by the President’s Council of Economic 
Advisers. The CEA urges that private efforts must bear 
a major part of the load, instead of laying the whole burden 
on the government. If private stabilisation of investment 
is ever undertaken, it will have to make terms with the anti- 
trust laws. 


¥ 


What amounts to the framing of new regulations of trade 


practices is taking place under procedures adapted to the 
older concept of forbidding offences against existing and 
understood rules. This creates numerous difficulties. In 
addition, some strange legal doctrines are creeping into the 
civil procedures. These include placing the burden of 
proving his innocence on the defendant, and the doctrine that 
something one firm might Jegally do becomes constructively 
“collusive,” if it is aware that another is acting in the same 
way. Does this mean that all uniform market behaviour 
is now constructively illegal ? Moreover, the Federal Trade 
Commission’s findings of “fact ”—which make the law—are 
final if supported by evidence. These advantages for. the 
prosecution have been built up to offset the advantages of 
economic power and expensive legal talent on the other 
side, and the former. tendency of the courts to Jean towards 
the defence of business interests. But this tendency seems 
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to have been reversed in the Supreme Court.; and. the 
weakening of the rights of the defence may come 10, be 
considered serious. | 

Finally, there are drawbacks in trying to “clarify” the 
law by changing the language, which has been at leas 
partially construed in past cases, and introducing ‘fresh 
language. This means the process of construction must 
at least in part, be started all over again. The legal effect 
of the new language remains uncertain until it in turn 
been construed. So “clarification” may itself breed fresh 
uncertainty. 

These difficulties are the price that has to be paid for the 
determination not to allow American industry to be cartel- 
lised, or to be “ rationalised” by the kind of planning 
business would introduce, if left wholly to its own devices. 
The results will be sadly imperfect and fumbling ; in part 
perhaps even self-defeating. Rational theories will wage a 
difficult struggle with politics, in which private interests 
masquerade under theories of public welfare. But a demo- 
crat who agrees with the main objective may prefer to accept 
some decisions with which he does not agree, rather than 
see the general effort emasculated. 


American Notes 
“No Welfare, No Work” 


The sunshine spread over the industrial scene by the 
welcome given the fact-finding report on steel wages has proved 
short-lived. Half a million miners came out on strike this 
week, varying their traditional war-cry from “no contract, 
no work,” to “ no welfare, no work.” The steelworkers seemed 
likely to follow them this weekend until] Mr Truman appealed 
for a six-day extension of the present truce. The companies, 
which have been daring the lightning to strike, have not 
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climbed down completely, but have agreed to give “ earnest 
consideration” to the report and the public interest. 


What Mr Lewis calls the “voluntary social convulsion” 
in the mines followed the refusal of some southern operators 
to continue paying the 20 cents a ton royalty into the miners’ 
welfare fund until a new contract is signed. The old one 
expired on June 30th. The fund’s trustees last week called a 
halt to all except emergency benefits, and Mr Lewis accused 
the operators of “bleeding the fund white” and warring 
against the sick, the old, and the dependent. But most of the 
fund’s difficulties are due to Mr Lewis’s own enforcement of 
a three-day week east of the Mississippi, and the consequent 
reduction in the number of tons of coal mined, and the size 
of royalty payments. His object was to cut the stocks of soft 
coal to increase his own bargaining power, but the miners 
have worked so well on the permitted days that soft coal above 
ground is adequate for at least a month. The same is not true 
of anthracite, which may be why Mr Lewis encouraged the 
hard coal miners to call a sympathetic strike. Their indepen- 
dent welfare fund is also calling a moratorium, though all 
contributions have been paid in, a fact which encourages the 
suspicion that benefits in both cases have been granted on too 
generous a scale. No doubt Mr Lewis hopes that the strike 
will produce a new contract with even larger royalty payments 
for welfare. 

The steel industry, emerging from its daze of relief that 
no wage increases were recommended by the President’s fact- 
finders, now feels it applauded too soon. After consideration, 
it has decided that the welfare and pension payments which 
the board urged should be financed entirely by the companies, 
represent an “ entirely revolutionary principle” in American 
social security—and a costly one. This is a trifle ingenuous 
as the US Steel Company led the way, in 1946, in agreeing 
to Mr Lewis’s demands for company financed benefits for 
workers in the mines it operates. 


* 


The steel companies insist that if workers do not contribute, 
they will be “ stripped of responsibility for their own future 
security.” The less advertised fear—and one which has some 
basis—is that the sky will be the limit for welfare plans toward 
which workers pay nothing. To the unions this attitude 
amounted to a refusal to regard the steel report as a “ basis 
for negotiation” and indeed, the companies have stoutly main- 
tained that they are not bound in any way by the report. They 
took part in the hearings only on the President’s assurance 
that doing so committed them to nothing. Mr Truman, how- 
ever, in seeking to avoid a strike, has put heavy pressure on 
the companies by announcing his fullest agreement with the 
board’s recommendations on pensions and insurance. 


* * * 


Mr Truman’s Supreme Court 


Mr Truman could afford to lose no time in filling the 
vacancy on the Supreme Court caused by the death of Justice 
Rutledge, for the Court reconvenes on October 3rd, and with 
only eight Justices sitting instead of nine, there are likely to 

many evenly divided opinions. His latest appointment, 
Judge Minton of Indiana, will please neither the Catholics nor 
the Republicans ; since Justice Murphy’s death the former are 
without a representative on the Court for the first time in 
three-quarters of a century, and Justice Burton, Mr Truman’s 
first appointment, is, after 16 years of Democratic rule, the 
only Republican on a bench traditionally shared by both 
Parties. The ill-health of yet another Justice, Mr Reed, who 
is eligible for retirement, may give Mr Truman an opportunity 
in the near future to correct this lopsidedness of the Court. 
Mr McGrath, a strong contender, but too recently appointed 
Attorney-General to be eligible, would satisfy the Catholics if 
not the Republicans. 


Judge Minton is an old friend and former Senate colleague 
of Mr Truman, but in other respects the choice shows that 
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Mr Truman has not been wholly indifferent to the outcry 
which greeted the elevation of Mr Tom Clark to Justice 
Murphy’s seat. Eight years on the US Circuit Court of 
Appeals has given Judge Minton time to acquire the judicial 
temperament the critics found lacking in Mr Clark. There 
has been a tendency recently to look outside the federal and 
State judiciary for new recruits to the Supreme Court and Mr 
Truman is to be congratulated on not following it this time. 
Apart from the benefit to the Court itself, the hope of adyance- 


ment encourages men of ability to accept appointments to the 
lower courts. 


Judge Minton also has a strong New Deal flavour, too strong 
for some who remember his support for Mr Roosevelt’s plan 
to pack the Supreme Court. The deaths of Mr Murphy and 
Mr Rutledge threatened to leave Mr Truman with only two 
Justices who could be relied upon for a liberal construction 
of the Constitution and unfailing championship of the rights 
of the individual. Mr Clark is regarded as a radical only on 
the anti-trust issue, and his recent service as Attorney-General 
will prevent his participation in many such cases. The so- 
called “liberal” wing of Justices Douglas, Black, and Minton 
will now oppose the “conservatives,” Justices Frankfurter, 
Burton and Jackson. In the centre, wooed by both, stand 
Chief Justice Vinson and Justices Reed and Clark, who are 
likely to follow his lead. 


The prospect, therefore, is for more of the 5-4 decisions 
and dissenting opinions which have become characteristic of 
the Court. Mr Truman, who in many of his utterances is 
to the left of .Mr Roosevelt, and who has had more oppor- 
tunities than Mr Roosevelt enjoyed in his first four years of 
altering the judicial balance, has been remarkably reluctant to 
seize his opportunities to “ pack the Court.” 


. > * 


Rush-Hour in the Schools 


American schools and universities opened their doors this 
month to 32 million students, more than have ever before been 
enrolled. The colleges, which were the first to feel the post- 
war educational boom, expect no serious increase ; they already 
have a million more students than they had before the war, 
and the rush of veterans financed by a grateful government is 
beginning to ease off. The bulge is at the two extremes, in 
the graduate and professional schools to which the veterans, 
and others, are moving on, and in the elementary schools. It 
is at the foot of the school ladder that the crowding is most 
acute ; the elementary schools are being swamped by the heavy 
crop of war babies which began to reach school age last year 
and which by 1956 will have added seven million children to 
the today’s total of 20 million. 


Overcrowding already condemns many children to sub- 
standard schooling; desperate boards of education, short of 
classrooms and teachers, are forced to employ the insufficiently 
qualified, increase the size of classes and resort to a shift 
system, and the use of such unsuitable premises as basements 
and Quonset huts. By 1956 it is estimated that another quarter 
of a million teachers will be needed ; last year only 17,000 were 
graduated to meet a present replacement need of 125,000. The 
number of classrooms also needs to be increased by half in 
the next six years. The high schools are even less prepared 
for the tidal wave now making its way toward them. 


American education may face its most critical year, as the 
Commissioner of Education believes, but Congress is still 
paralysed by the serpent of religious prejudice which it has 
discovered coiled inside the apple of Federal aid. Mr Lesinski 
has dissolved all the House Labour Sub-committees to end the 
obstruction, but the question of religious discrimination ia 
Federal aid has become a full-fledged political issue in the 
New York elections, and many Congressmen may prefer not 
to be stung so near the end of the session. 


Mr Lehman, the Democratic candidate for Senator, has 
cedeemed himself with the Catholics by his support for the 
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Senate Bill, which wouid permit the States, if they wished, to 


* use Federal funds to provide transportation and textbooks for 


the three million children in Catholic schools. His opponent, 
Mr Dulles, has ducked the religious controversy by opposing 
all Federal aid as part of the trend to “statism,” which he 
deplores, but in the mayoralty race aid to parochial schools 
is denounced by the Republican and upheld by the Democrat. 
New York is the centre of another political school storm over 
the Feinberg Act. This makes advocacy of overthrowing the 
Government ground for dismissal from the schools, rules that 
membership in a list of subversive organisations (not yet pub- 
lished) is prima facie evidence of disloyalty, and as interpreted 
in New York City, requires bureau heads to report on the 
loyalty of janitors, principals on that of teachers, and so on 
up the educational hierarchy. The Communist Party has 
brought a suit to test the constitutionality of the Act, and its 
many other critics have been encouraged by the decision (now 
being appealed) that Maryland’s even most extensive applica- 
tion of the theory of “ guilt by association ” is urtconstitutional. 


* * * 


Wines from the West 


Last year Americans drank over 120 million gallons of 
wine, nearly twice as much as in 1938, and more than four-fifths 
of it came from California. Whisky distillers have been accused 
of trying to stunt the growth of their infant competitor, but 
in fact the wine industry’s present discomfort seems to be due 
to its own growing pains. Success has gone to its young head 
and vintners have been producing more than. they can sell, 
especially now that whisky, scarce and expensive during the 
war and post-war years, is becoming both plentiful and com- 
paratively cheap. 

The popular-priced American wines account for over 90 per 
cent of the country’s total consumption and sell at 30 to 70 
cents a bottle. They can be compared, even if not always 


favourably, to the continental vin ordinaire, but in California 
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these wines are mass-produced, with little regard for either the 
need for ageing or the variety of the grapes. Quality suffers 
even more from the raisin-growers’ habit of dumping their syr. 
plus crops into the wine vats, a habit which the Federal 
Government is now trying to check by means of export and 
other subsidies for raisins. In an attempt to stealy the price of 
the wine itself, the movement of this year’s vintage is to be 
controlled by a Californian state marketing order, which limits 
the amount each vintner can sell. 


Meanwhile, the Californian Wine Institute is trying, by 
means of an advertising campaign, to convince Americans that 
wine is not an expensive drink for special occasions only, but 
a pleasant accompaniment to any meal. The co-operation of 
hotels and restaurants is being sought, but just as important 
are training courses for wine waiters. These are Particularly 
needed if the prejudice against American vintage wines is to 
be overcome. 


Of the 378 wineries in California, about 20 produce what are 
called premium wines, which also come, on a small scale, from 
Ohio and New York. Production of fine wines was begun in 
California soon after the turn of the nineteenth century, by 
immigrants from Europe who, more recently, have been joined 
by refugees. They had experience of European methods of 
viniculture, pressing and ageing and, after experimenting with 
soil and climate, they have established vineyards from European 
stock which produce Californian wines of a quality equal to 
that of famous continental vineyards. Sales of these vintage 
wines reached 3 million gallons last year, about the same as 
those of imported wines, and vintners hope that the market 
which they established during the war will survive the resump- 
tion of European imports. The US Customs authorities are 
doing their best to protect this market, as will be remembered 
by those who read, in the New Yorker magazine, of the com- 
plications in which Mr James Thurber was involved by the 
attempt of a grateful recipient of a CARE parcel to reciprocate 
with a bottle of Cointreau. 
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The United Nations in Perspective 
(By a Correspondent) 


SUMMARY of the work of the United Nations, with its 
immense complexity of organs and activities, must be hard 
on the eye, and generalisations about it must be dangerous. 
Some things, however, are common to all its parts. It is 
designed to keep the peace, and it is by its success in doing 
so that it must be judged. Besides this aim, all its other work 
—even when it is non-political activity, such as running down 
drug-smugglers or stopping epidemics—can only be success- 
fully carried out in peaceful conditions. Conditions since the 
armistices have been far from peaceful; and so the United 
Nations now looks like the seashore at the bottom of a spring- 
tide—tfull of living beings, some of them active in pools, the 
rest still and closed, passively awaiting the return of the sea. 
Last autumn, at the Paris Assembly, the sea retreated almost 
out of sight. The Great Powers in Berlin were conducting 
hostile operations only just short of war ; ordinary diplomatic 
exchange between them was reduced to meaningless formality ; 
the Foreign Ministers’ Conference had broken down. The 
mood of the Assembly reflected the general deadlock. Not 
only did the Soviet Union and its satellites defy the Charter ; 
the Czech delegate blandly asked why the Balkan states should 
not help Greek guerrillas, whether the western Powers would 
not do the same for their friends ? Even a small nation like 
Israel refused to comply with the laws of war, or to accept 
any intervention by Uno except the ratifying of its victory. 
The appeal of Hyderabad was refused by India in terms recall- 
ing Goebbels’s worst manner. Small wonder that delegates left 
Paris exhausted, frustrated and unwilling to gloss over the 
failure of a disastrous meeting. 

The hopeful portents of the time were outside the United 
Nations. They were the progress of Marshall Aid and the 
success of the air-lift. It was to regional organisation that 
the western powers were turning, in tardy imitation of the 
Russians. 


A Useful Meeting Place 


The impotence of the United Nations is written into its 
Charter with the Great Power veto in the Security Council. 
This is consistently used by the Russians to get their way or to 
protect their supporters, in opposition to six-sevenths of the 
world. Normal Assembly voting has been 54 to 6, Security 
Council voting 9 to 2, the two being the Soviet Union and 
its puppet fellow-member. (In the first votes of the present 
Assembly it has been noticed that that Russian vote in the 
Assembly appears to have fallen to a regular five. The repre- 
sentatives of Jugoslavia are presumed to have regained their 
independence as a result of Marshal Tito’s quarrel with 
Moscow.) This means that the United Nations is powerless 
both to enforce peace and to create the pre-conditions 
of peace, This year the atomic committee, the com- 
mittee on other (or “conventional”) armaments, and the 
Staff Committee charged with organising the international 
force provided for in the Charter have all reported deadlock. 
The points of disagreement are technical, sometimes almost 
trivial ; but this does not matter, for if either side gave way 
on them—and the west has tried this—the Russians simply 
think up something else to cause trouble. The demand for 
an international force has now dwindled to Mr Lie’s request 
for 300 guards and 2,000 “ truce-keeping” volunteers, guards 
such as might have saved Bernadotte. The Russians refuse 


even these, and the point is coming up again in the present 
Assembly. 


Uno, despite its toothless state, remains the centre where 
international disputes can be raised and where, in theory, they 
should be justly settled. During the past year, Uno has been 
dealing with the Berlin blockade, the fighting in Greece, 
Palestine, Kashmir, and Indonesia, and the future of the Italian 
colonies. 


The Berlin conflict was raised in Paris by the westera 
powers as a dispute, and kept alive by Mr Evatt, the Assembly’s 
president, in an attempt to arrange neutral mediation. The 
Russians presented a blank refusal to both approaches, In 
fact, however, the west had won the siege of Berlin, and the 
May Assembly at Lake Success saw Mr Malik of Russia talk- 
ing behind the scenes to Mr Jessup of the United States. From 
these talks flowed negotiations for the ending of the blockade, 
and the resumption of Four-Power talks on Germany. Thus 
Lake Success provided a useful meeting-place for disputing 
governments, and a milieu in which Russia could begin 
accepting the consequences of a defeat. But it was the Air-Lift 


and the Atlantic Pact that decided the issue in Berlin—not 
Uno. 


Violation of the Charter 


The Greek question was kept within the competence of Uno, 
in spite of the most vociferous propaganda by Mr Vyshinsky 
to discredit the United Nations observer commission. Again 
this year the commission reports that Albania and Bulgaria 
have helped the guerrillas. Jugoslavia has ceased meddling, 
but Rumania has taken its place. If the frontier war ceases 
it will not be due to Uno, but to the Greek army. All the 
same, the Greeks attach great importance to having impartial 
witnesses to the interference of the Balkan states; so that 
Uno may be said to have served the cause of law here, 


Palestine offers the greatest example yet of violation of the 
Charter. Uno has been constantly engaged with a dispute for 
which it has a direct responsibility and in which it has neither 
prevented war nor obtained justice. The result was obtained by 
truce-violation, foreign gun-running, genocide—as that crime 
is defined in the conveition of 1948. The merits of the case 
were set at nought by the partisanship of the United States in 
forcing a partition which rendered war inevitable, Even then, 
if they had chosen, the Great Powers could have prevented war 
and mass deportation. As it is, a number of men have given 
devoted work, some besides Bernadotte their lives, to permit 
the United Nations to affix the rubber stamp to successful 
aggression. 


India and Pakistan have presumably too much sense to begin 
an all-out war. Hence the New Year’s Day cease-fire in 
Kashmir. The Uno mission has since then offered five 
different solutions, ending with mediation and a truce 
supervised by Admiral Nimitz. This plan would seem to aim 
at recognition, according to the Charter, of the right of people 
to choose their rulers. It remains to be seen if pressure by 
Assembly opinion will induce India, the stronger state, to 
accept the plan already agreed to by Pakistan, and to allow 
a real plebiscite. This would mark a real success for Uno as 
mediator. 


Truce in Indonesia 


Indonesia, after bitter fighting with the Dutch, has come to 
conference at The Hague. The United Nations Committee of 
Good Offices certainly did a great service in keeping the ways 
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t© truce open ; but the United Nations did not stop the war, 
and it will have no part in the settlement. 


The Italian colonies were the subject of a realistic though 
oddly written, report on the merits of the case, and especially 
on the views of the peoples of the colonies. They wanted a 
variety of things, among which the return of Italy was included 
only by the tiny minority of remaining Italian colonists. In the 
May Assembly a “ compromise ” offered Tripolitania to Italy, 
whereupon the people rioted. The plan failed to get the needed 
majority, because all the Asiatics backed the native peoples 
against the Great Powers, and the present Assembly must 
tackle this problem once more. 


Working Without Russia 


The lesson of these disputes seems to be that Uno can only 
make just settlements if all the Great Powers are united in 
putting their strength behind justice, an event as rare as daisies 
in December. But Lake Success does offer a meeting-place 
even when relations are strained, and it succeeds in tidying up 
the results of quarrels which have really been decided by force. 
This is far indeed from the purpose of the Charter, but it is 
also far from nothing. 


This appears clearly when the technical work of the United 
Nations comes into view. Most of this, like security, should 
be world-wide with many local variations. Like security, it 
has had to be worked out without Russia, but unlike security 
it is still within the United Nations. Russia belongs only to 
the main Economic Council, and to the drug and transport com- 
mittees. But it allows the satellites to remain members of bodies 
like the Economic Commission for Europe, the only economic 
body which bridges the East-West gap ; to take part in the 
health organisation, in food and agriculture, in the relief fund 
for children. True it is that bodies which are Cominform- 
free, like the refugee organisation, are the more efficient because 
they do not have to waste their energy in unravelling the 
tangles tied by the Communists. But even the satellite govern- 
ments take part in work of immense value. Poland is deeply 
interested in supporting measures against tuberculosis ; Czecho- 
slovakia in retaining as much as it is allowed of its trade with 
the West. For the western countries the use of the United 
Nations bodies is obvious. On some of them, even in their 
early stages, it is worth paying large sums if only for long-term 
benefits. Food and agriculture, for instance, is the obvious 
field for practical world planning, and though American par- 
ticularism has wrecked Boyd Orr’s vision, it is still worth 
sustaining for its information and its campaigns for improving 
the yield of crops and for preventing loss by pests. 


Australia’s Pre-Election 
Budget 


[FROM OUR MELBOURNE CORRESPONDENT] 


Even Mr Chifley’s political opponents have not accused him 
of window-dressing in the Budget which he introduced into 
the Commonwealth Parliament on September 7th with an eye 
to the federal elections later in the year. There were neither 
spectacular tax concessions, nor any election baits or promises 
which might facilitate the return of Labour to cffice. The two 
opposition leaders, Mr Menzies and Mr Fadden, contented 
themselves with describing the Budget as “a dismal prospectus 
for the long-promised golden age.” 


Mr Chifley offered in his Budget no concessions in either 
individual or company taxation, but granted reductions in sales 
tax, entertainments lax, Customs, excise and primage duties 
amounting to £9,650,000 a year. Taking into account reductions 
in direct taxation rates.made earlier in the year, to operate from 
July Ist and costing £36} million, the full cost to revenue of 





| THE ECONOMIST, Sepiember 24, 1949 


tax concessions coming into Operation in 1949- 
approximately £46 million. 


For 1949-50, Mr Chifley is budgeting for a deficit of £ 
million. The estimated expenditure of £567 million js a — 
high record and includes a grant of £10 million to the United 
Kingdom. The revenue for the year is estimated at £532 
million, but Mr Chifley’s recent budgets have usually under. 
estimated revenue. It would be by no means surprising, jf 
business continues at the buoyancy of the last twelve months, 
to see the year end with the national accounts balanced—if not 
showing a surplus on operations. 


The Federal Budget has been balanced for the second time 
since the war. The year 1948-49 ended with revenue and ex. 
penditure exactly balanced at £425 million, whereas Mr Chifley 
originally budgeted for a deficit of £17,700,000. The total 
revenue for the year, £535 million, was £42 million above the 
estimates, the main increases being £26 million from income 
tax and social services contributions, {11 million from customs 
and excise and {1,800,000 from pay-rol] tax. There is, how- 
ever, every reason to suspect that the last three financial years 
have ended much more favourably than the bare figures have 
indicated. One authority says that the reduction of the 
Commonwealth’s short-term debt through the redemption of 
Treasury Bills suggests that the Government in effect achieved 
surpluses of about £70 million in both 1946-47 and 1947-8. 


5° will be 


Great Postwar Improvement 


There has in fact been a tremendous improvement in Austra- 
lia’s national finances since the war. In 1944-45. the last full 
financial year of the war period, revenue fell short of expendi- 
ture by £266 million, which had to be borrowed. The huge 
wartime gap between revenue and expenditure has now been 
closed, while at the same time five major tax reductions have 
been made since 1945, gifts totalling £35 miliion have been 
made to the United Kingdom, social services expenditure has 
risen from £39 million a year to £81 million, and £132 million 
has been paid in subsidies to keep down the cost of living. 

The buoyancy of public finances has been directly brought 
about by a succession of good seasons and soaring prices for 
Australia’s exports, because of the strong world demand for 
primary products, particularly wool, wheat and base metals. 
The national income rose in 1948-49 to a new record of £1,955 
million which is nearly two and a half times the figure of 
1938-39. Personal expenditure on consumption in 1948-49 
was {£1,418 million, having increased by £184 million, or 15 
per cent, since 1947-48. 

It seems clear that the Commonwealth Government is using 
the Budget to promote its economic and social policy rather 
than to attempt to gain an election advantage through tax 
concessions. It takes the view that its financial policy is amply 
justified by the economic position in which the Commonwealth 
finds itself today. Financial policy is directed toward the objec- 
tive of full employment, which has been maintained since the 
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war ended. As Mr Chifley points out, every available worker 
has had a job, every new worker has found a job, and the total 
of wage and salary earners in work has risen rapidly. In June 
this year it was 75,000 above June Jast year and 720,000 above 
June, 1939. Mr Chifley has said: 

These basic facts—far more than anything else—explain why 
we have been able to throw off the burdens of war, reduce taxes, 
increase production, improve social services and find the way © 
our present strong financial positior.. 
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The government will go to the public in a similar frame of 
mind to that with which it faced the electors in 1946. Then 
Mr Chifley refused to meet offers of sweeping taxation reduc- 
tions by Mr Menzies with counter offers on his own part. He 
merely said that taxation would be eased when practicable. 
Mr Chifley, whatever his basic political philosophy may be, 
is fundamentally a conservative in financial matters. 

This has been well demonstrated in the postwar years when 
Budgets in many ways might more appropriately have been 
framed by a treasurer with a Conservative rather than a 
Socialist frame of mind. 

The significant exception to Mr Chifley’s conservatism in 
money matters is, of course, his obsession about private bank- 
ing, which led to the government’s decision in 1947 to 
nationalise the Australian trading banks. Last year, when the 
High Court declared invalid the government legislation to 
nationalise the private banks, this looked like being a major 
election issue; but now that the Privy Council has decided 
against the government, it is possible that issues less compli- 
cated and less legalistic will weigh more with the electors. 


Expansion of Secondary Industries 


The government is able to go to the country pointing to 
a creditable achievement in financial matters. But Mr Chifley 
is fully aware of the effect on the Australian economy of any 
severe recession in prices of primary commodities on world 
markets. Lower prices for wool, wheat and metals will result 
in a fall in the Commonwealth’s export income in the current 
year unless prices return to their recent peaks, which seems 
unlikely. It is for that reason that the Government regards 
sterling funds, which are now standing at something less than 
£A4oo million against an average of £A34 million in 1939, 
as a buttress against a sudden fall in export income. In 1930, 
when primary produce markets collapsed overseas, Australia’s 
capacity to import was crippled, and the domestic standard of 
living suffered greatly through inability to obtain vital goods 
from overseas. Today, with the Australian economy much 
more self-contained through the building up of secondary 
indusiries during and subsequent to the war, the Common- 
wealth is much better able to meet a world-wide depression 
than previously. The Labour Government naturally claims 
much credit for having achieved this position. It has actively 
encouraged the expansion of secondary industry and the inflow 
of British and American capital. It can point to the estab- 
lishment of the Australian motor-car industry and the expan- 
sion of the steel industry, in addition to the establishment and 
expansion of many other industries in the heavy and chemical 
field. 


Although the general elections are only about two months 
away, nothing more than pointers have yet been given of the 
lines which the government and the opposition will take. 
But if the two previous campaigns are any criterion, it can 
be taken that the Budget presented by Mr Chifley on Sep- 
tember 7th will give the pattern of the government’s election 
campaign. In essence, it will stand on its achievements rather 
than on any promises that it might offer for the future. 


Employers and Workers 
in Japan 


[FROM OUR TOKYO CORRESPONDENT] 


WitH hoarse democratic shouts of “ Down with Communism!” 
Japanese employers are rushing in to hold down working 
conditions and wage scales and to knock out the tottering 
Japanese trade union movement. They have been swift to 
Scent advantages in the current labour retrenchment pro- 
gramme, imposed by the belated “austerity” orders of Mr 
Joseph M. Dodge, the Detroit banker whom Washington 
despatched to Tokyo to enforce the economic reforms which 
General MacArthur had been gently discussing and benevo- 
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lently ‘postponing. .Unemployment in Japan is expected to 


reach the four million mark as the public services and big: 


industries shed their tens of thousands of surplus employees, 
and the government fumbles apologetically the task of unem- 
ployment relief and reabsorption, Without a doubt, the 
government services have been swollen by excess employees, 
The only abundant Japanese natural resource, as General 
MacArthur has observed, is manpower—largely unskilled; 


always underpaid. The present developments were inevitable © 


and overdue. 


But Japan, fundamentally an industrious nation, is not 
accustomed to unemployment. The current disinflation pro- 
gramme, with thousands of long-service workers out on the 
streets im stunned bewilderment, has been a much greater 
shock to the nation because it has been delayed. Had rigid 
retrenchment been ordered at the outset of the occupation, it 
would have been accepted as a matter of course. Today, after 
four years of the mildest military occupation of a defeated 
nation in history, it has surprised employer and worker alike. 
Recovering from their surprise, Saito-san and Suzuki-san, the 
new democratic industrialists, who have replaced or are 
“ dummying ” for the purged Mitsui and Mitsubishi operators, 
hope to seize this opportunity of stifling the first faint struggles 
of organised Japanese unionism, groping, immature, ill-led, but 
still confusedly dedicated to the strange proposition of higher 
wages, shorter hours and an improved standard of living. — 


Ineffective Strike Threats 


The Communists have infiltrated the usual key unions— 
transport, communications, mining, teaching, heavy industry. 
They raised their voices loudly when the Prime Minister, 
Yoshida, introduced his “economic stabilisation” decrees, 
They threatened “a summer revolution,” “an August labour 
offensive” (which has now been shifted to September, or it 
may be October) and a programme of strikes from one end 
of Japan to the other. 


But only words were violent as the dismissal notices were 
issued, The age-old Japanese instinct of obedience to authority, 
like all Japanese instincts, has been unaffected—perhaps only 
strengthened—by four years of occupation. And then even the 
words lost their violence when an elderly, inoffensive railway 
executive, charged with the technical responsibility of sacking 
surplus railwaymen, was found, cut to pieces, on a Tokyo 
railway track. In the ensuing uproar, the Communists were 
naturally, and perhaps correctly, blamed for intimidatory 
murder. The public revulsion against the Communists in 
general, and dismissed railwaymen in particular, was bitter and 
spontaneous. That was seven weeks ago. There has been no 
arrest. The railwaymen, like other dismissed workers, wilted 
under horrified public opinion. Some railwaymen, before 
quitting their jobs, bowed and placed flowers on their superior 
officers’ tables. 


Now employers, in common with the government, are ex- 
ploiting the situation with Oriental expedience and mock- 
humble opportunism. This week the Japanese League of Em- 
ployers’ Association, in a long report full of pious phrases and 
unashamed hypocrisy, has drawn up recommendations for 
nation-wide adoption by all employers who are hampered by 
the existence of unions, whether Comrhunist-infiltrated or not. 
They said among other things: ' 

It was for a time regarded as a legal issue whether or not an 
employer could dismiss his employees on the ground that they 
lacked the sincerity to co-operate with him. However, the latest 


mass discharge of railway employees has furnished a decisive’ 


precedent. We are authorised to dismiss all those who either 

have committed acts interfering with the normal management of 

enterprises or who have assisted others in the commission of 
such acts. 

The implication is that “such acts” mean the murder of 
executives on railway lines or elsewhere, or the derailment or 
wrecking of trains. Actually, there can be no mistake that 
the smoothly lacquered words interpret “lack of sincerity” as 
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holding office in a union, insistence on contractual rights and 
even “carrying out political movements to overthrow the 
Yoshida Cabinet.” 


Breakaway Unions 


One paragraph touches delicately on the democratic possi- 
bility of encouraging rival unions: 

When a second union is organised for the purpose of improving 
the condition of the enterprise by means of adequate labour- 
management collaboration in harmony with the actual state of 
affairs, the employer should give priority to this second union, 
regardless of the number of its members. 

Other useful suggestions are made for reducing retirement 
allowances “in view of the present social and economic con- 
dition of the nation,” for revising labour contracts, for restrict- 
ing union membership and for “ otherwise democratising labour 
unions.” The moral effect of including union officials among 
the first batch of discharged employees is gently referred to 
in passing, but, in all fairness, only a suspicious person could 
construe the passage as a deliberate incitement to employers 
to adopt this stratagem in order to discourage union aspirants. 
The observation is merely dropped, with an Oriental shrug, 
like the seed which sometimes fell on stony ground. Finally, 
the League pays warm tribute to the remarkable legislation, 
proposed by the Government, which will empower the police 
to arrest and punish equally all the leaders of any union of 
which an obscure member has committed a crime of violence. 

If the western observer accepts the theoretical design of 
all this anti-union activity and intimidation as a prudent defence 
against Communist sabotage and machinations, he will naturally 
commend the democratic fervour of the Japanese industrialists, 
But if he gives a thought to the restoration of oligarchic control 
of Japanese industry and to the holding down of Japanese wages 
and living conditions to the old “ rice-bow] ” standards on world 
markets, he may well be excused a certain perplexity over the 
practical uses of the occupation. 


The Future of British 


Business in China 


[FROM OUR SPECIAL CORRESPONDENT IN HONGKONG] 


By their official pronouncements and, even more, by their 
practice in the big cities of Tientsin and Shanghai, the Chinese 
Communists have made fairly clear what they propose to do 
about foreign business activities in China. These activities 
fall into three main categories. First, there are the foreign- 
owned factories and static enterprises, of which the most 
notable are probably the mines of the Sino-British Kailan 
Mining Administration in North China, the cigarette factories 
of the British-American Tobacco Company in Manchuria and 
various parts of China, and the British textile factories in 
Shanghai. These, it is clear, will be nationalised as soon as 
the Communists feel thev have the technical competence to 
take them over. Some compensation will be paid but probably 
not on any great scale, for the Communists take the line that 
these foreign enterprises have made such high profits out of 
China in the past that nothing more is now due to them. 


Need of Foreign Ships 


In the second category are the importing and exporting firms. 
In this field more and more trade is being concentrated in the 
hands of monopolistic state trading concerns, and it is quite 
clear that trade with a Communist China in the future must 
be thought of as taking place on a government to government 
basis. There may be a place for a few of the larger British 
firms in the role of government agents ; but experience in 
Tientsin suggests that the Communists are determined to try 
to de away with the foreign (and the Chinese) middleman. 
They have already made it virtually impossible for the smaller 
firms to carry on ; and even the larger firms can only function 
on the basis of a strict official limitation of their profits. 
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The third category comprises certain subsidiary adjuncts of 
the first two categories, the most important being foreign 
ping and banking. Until the Communists have a merchant 
marine of their own—and this may not be for several years— 
they will perforce have to rely largely on foreign shipping. It 
is probable that in the early stages economic necessity will even 
oblige :hem to permit cabotage and navigation on the Y 
two things which the Nationalists banned after the war. The 
future of foreign banking is less promising, and it is doubtful 
if foreign banks can expect to do much more in a Communist 
China than they do today in the countries of eastern Europe. 


China will continue to require two commodities from the 
west. First, it will require the products of the west, especia 
capital equipment and machinery of all kinds, if the Com- 
munists’ plans for industrialising the country, which is the only 
way in which the standard of living can be raised, are to be 
realised. If it has to rely for these imports on Russia and the 
Soviet bloc, the programme of industrialisation will be slowed 
up indefinitely. Second, for a number of years to come, China 
will need to import a certain number of experts in all those 
technical fields in which the county is still so backward. It 
is, therefore, not the trade, but the way in which trade js 
conducted, which has changed. 


End of the Merchant Era 


We are witnessing the end of an era, the ending of one type 
of commercial relationship and the beginning of another. It is 
a painful and depressing experience. Many British merchants 
are probably going to be ruined. It is possible that we shall 
witness a drastic reduction in a general British economic stake 
which has been built up over the years by enterprise and 
courage and in which it is imposs‘ble not to take a certain pride. 
This reduction of our stake in China is occurring at a time when 
the problems presented by our export trade and the balance of 
payments are graver than ever before in our history. There is 
already much frustration amongst the British businessmen in 
China. There will soon be much bitterness, and it will be 
difficult not to let our views on the nature of the tremendous 
revolution which is taking place amongst a nation-of 450 million 
people be coloured by what is happening to British interests 
in the port cities. 


Nothing, however, is to be gained by blinking the facts. 
The Nationalist blockade, which the British merchants in 
Shanghai blame for many of their troubles, has undoubtedly 
accelerated the crisis, but the crisis would have come anyway 
sooner or later. Indeed it is arguable that it would have come 
under the Nationalists too if they had ever been sufficiently 
strong to establish a united and efficient Chinese government. 
The monopolies established in the early days of the Sino- 
Japanese war like the Central Trust and the China Tea 
Corporation ; the restrictions on foreign shipping after the 
war ; the various measures to enforce economic nationalism ; 
all these things were symptomatic of the underlying trends. 
They were pointers to the future. They were abortive because 
of chronic governmental inefficiency and corruption. 


There is now an administration in China which is sometimes 
inefficient because inexperienced, but which, by all accounts, 
is learning fast ; which is determined to push through, albeit 
with certain modifications, the basic economic principles of the 
Marxist philosophy ; and which so far has displayed not the 
slightest trace of governmental corruption as traditionally 
practised in China in the past. 


Allied Powers in Germany 
[BY A CORRESPONDENT] : 


Last Wednesday the three allied High Commissioners handed 
to Dr Adenauer, the German Chancellor, the Occupation 
Statute which will regulate their relations with the German 
Federal Government, which was formed the previous day. The 
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stazute afirms the desire of the occupying powers that the 
German people should enjoy the maximum possible degree of 
self-government consistent with the basic purposes of the 
occupation. (These basic purposes are not defined in the 
statute.) Therefore, it says: 

the Federal State and the participating Laendey shall have, 

subject only to the limitations of this instrument, full legislative, 

executive and judicial powers in accordance with the basic law 
and with their respective constitutions. 

The fields of activity in which powers are specifically 
reserved to the occupying authorities are carefully, although 
sometimes rather vaguely, set out. First, and most important, 
are foreign affairs ; foreign trade and exchange ; disarmament 
and demilitarisation including scientific research, prohibitions 
and restrictions on industry and civil aviation ; controls over 
the Ruhr ; restitution of property, reparations, decartelisation, 
trade discrimination and foreign interests in Germany ; dis- 
placed persons and the admission of refugees ; “respect for 
the basic law and the Land constitutions”; “the protection, 
prestige and security of allied forces ... the satisfaction of 
occupation costs and their other requirements.” Over internal 
action control is reserved 

only to the minimum extent necessary to ensure the use of funds, 

food and other supplies.in such manner as to reduce to a mini- 

mum the need for external assistance to Germany. 

The German Federal Government and the Land Govern- 
ments may legislate in these reserved fields after having given 
due warning to the occupation authorities, who may impose a 
veto. 


Right to Resume Control 


The contro! over certain fields thus specifically given to the 
occupation authorities could be extended over the whole range 
of German activities. This is implied both by the right of 
the High Commissioners, under certain circumstances, to 
resume in whole or in part the exercise of full authority, and 
by their power to veto legislation. They can resume govern- 
mental authority if they “consider that to do so is essential 
to security or to preserve democratic government in Germany 
or in pursuance of the international obligations of their Govern- 
ments.” All federal and state legislation and amendments to 
Land constitutions will become effective twenty-one days after 
their official receipt by the occupation authorities, unless dis- 
approved by them. The authorities undertake in turn not to 
disapprove of legislation unless, “in their opinion,” it is 
inconsistent with the basic law, the Land constitutions, other 
German legislation or allied directives, “or unless it con- 
stitutes a grave threat to the basic purposes of the occupation.” 
Any amendment of the basic law itself will require the express 
approval of the High Commissioners. 

A mammoth task made necessary by the change in 
Germany’s status is the sorting out of the mass of legislation 
made both by the three military Governments and by the Land 
Governments in accordance with allied directives. It is laid 
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down in the Occupation Statute that all this legislation is to 
remain in force until either repealed or amended by the occupa- 
tion authorities in accordance with the following provisions: — 
(a) Legislation inconsistent with the Occupation Statute is to 
be either repealed or amended to make it consistent: (b) legis- 
lation based upon the reserved powers is to be codified ; (c) all 
other legislation is to be repealed by the occupation authori- 
ties when requested by the appropriate German authorities. 
It has been agreed that the codification of legislation should 
be completed by December 1st. 

It is obvious that the text of the Occupation Statute does not 
in fact reflect at all clearly the shape of things to come in 
western Germany. It is an attempt to reconcile fear of 
resurgent German nationalism with a desire to see democratic 
Germans play a-full and useful part in the life of western 
Europe. It is therefore, perhaps, inevitable that it should raise 
almost as many questions as it settles. Will the Allied High 
Commissioners, for instance, rely on exercising control 
principally through their power of vetoing legislation or 
through some system of administrative controls? Will they 
control foreign trade through an organisation similar to the 
Joint Export-Import Agency or will the Germans be given 
almost a free hand, subject only to discreet supervision ? To 
what extent will the Germans be allowed consular and other 
representation abroad ? 


Twelve Months’ Trial 


The anouncement made last week that the Federal Govern- 
ment would be allowed to send its own delegation to the forth- 
coming International Labour Conference at Geneva specifically 
stated that this was not to be considered a precedent. Again 
the “ protection, prestige and security” of allied personnel 
might involve almost nothing at all, or might if necessary be 
used to cover the introduction of a great deal of restrictive 
legislation. 


Everything, in fact, will depend on the interpretation which 
the High Commissioners give to the statute, and that in turn 
must depend on the behaviour of the Germans. It is therefore 
hardly surprising that one of the principal German criticisms 
of the statute should be that it contains no provision for any 
arbitration court to which the Germans can appeal against the 
High Commission’s decisions. To them the most encouraging 
clause is the last, which states that after twelve months, and 
in any case within eighteen months of the statute coming into 
force, the occupying Powers undertake to review its provisions 
“with a view to extending the jurisdiction of the German 
authorities in the legislative, executive and judicial fields.” 


Politics in Pakistan 


[FROM OUR KARACHI CORRESPONDENT] 


Ir is commonly said that politics in Pakistan are a matter of 
personalities. This is in the main true, for there is virtually 
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factors may prove to be mere froth in the surface of th 
stream, except where they meet these deeper currents. 

The Pakistan Muslim League, which is the Government 
party, has nominally taken on a different character from the 
old All-India Muslim League. The latter used to claim to 
represent the entire Muslim nation of the sub-continent, 
whereas the new organisation is no more than a political party. 
There is a small parliamentary opposition, slightly more 
effective than its numbers warrant, consisting of the Hindu 
representatives from East Pakistan; and a splinter Muslim 
party has recently come into being, under the style of the 
Awami (People’s) League. Apart from these, the Muslim 
League holds the field unchallenged. The only serious threat 
arose in the first half of 1948, when disgruntied elements— 
including the leaders of the Red Shirt movement, the Ahrars— 
and the Socialists formed an organisation called the All- 
Pakistan People’s Party, with its headquarters in Peshawar. 
This was rapidly bludgeoned out of existence by the North- 
West Frontier Province Government, under Khan Abdul 
Qayyum Khan, who has shown himself anything but squeamish 
in his use of the Public Safety Act for suppressing opposition, 
and some of the organisers are still undergoing detention. 

Lacking the stimulus of opposition, the Muslim League has 
lost much of its momentum and, though still supreme as a 
political force, has shown signs not so much of disintegration 
as Of growing inertia and decay. These signs have been more 
visible in the provincial Muslim League councils than at the 
centre; in the West Punjab in particular, the provincial 
organisation has forfeited the respect of the public altogether 
(and the West Punjab has some claims to be regarded as the 
nerve centre of Pakistan). The Central Council has still con- 
siderable prestige as, though presided over by Choudhry 
Khaliquzzaman, an elder statesman, it is really controlled by 
Pakistan’s wise and able Prime Minister, Mr Liaquat Ali 
Khan. His government is a Muslim League government and 
stands or falls with the League. Its stability is unchallenged, 
except by a few mice gnawing at the roots—these words are 
Liaquat’s own—and, indeed, there can be no overt challenge 

il the new constitution has been framed and general elec- 
tions are held under its provision, 


o 


«“ Islamic Social Justice” 


The policy of the League is Islamic Socialism. Many 
observers would be glad to know exactly what this stands 
for. It does not connote Socialism as understood by the 
economists, and no reference to it was made in the “ objectives 
resolution,” which embodies the main principles on which 
the constitution of Pakistan is to be based, or in the Prime 
Minister’s speech introducing that resolution in the Consti- 
tuent Assembly. Constant references were, however, made to 
“Islamic social justice,” which is perhaps the same thing. 
This was described as based upon fundamental laws and con- 
cepts which guarantee to man a life free from want and rich in 
freedom, a life wherein the principles of democracy, freedom, 
equality, tolerance and social justice as enunciated by Islam 
shall be fully observed, and adequate provision made for the 
minorities freely to profess and practice their religions and 
develop their cultures. Brave words indeed! In practice, stress 
is being laid on the principle of equal opportunity for all, and 
Islamic Socialism is taking practical shape in agrarian reforms. 

Here we meet the first of the main undercurrents. Agrarian 
reforms are being played up by the Muslim League but, while 
many votes will be gained thereby, obstinate opposition must 
be expected from big landlords who dominate the Provincial 
legislative assemblies. East Pakistan has led the way with a 


by a 3 
including the abolition, without compensation, of hereditary 
jagirdaris (assignments of land revenue), limitation of pro- 
prietary holdings, and tenancy reform. The Muslim League 
has given the report its blessing, but has avoided too definite 
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a commitment on the main issue, the limitation of the gj 
of holdings. In the North-West Frontier Province aman 


reforms have already led to the formation of the domme eague 
by recalcitrant jagirdars. ie 


Mullahs versus Progressives 


Even more important.among the wider issues affecti the 
future of the state is the ideological clash between the mullahs 
and what might be called the progressives, Islam i 
no priesthood, and, therefore, it is claimed there can be no 
question of Pakistan becoming a theocracy ; but it cannot be 
denied that the mullahs or maulvis, to whom the people look 
for religious guidance, have very great influence. They tend 
to take an obscurantist attitude towards modern ideas of pro- 
gress, and to follow the letter rather than the spirit ofthe 
shariat in regard to such matters as seclusion of women. The 
progressives, on the other hand, are working for a modernist 
and go-ahead state, and deprecate any kind of fanaticism, 
“The ink of a wise man’s pen is of more value than the blood 
of martyrs”. is an Islamic text which might well be their 
motto. Part of the importance of this controversy is that therein 
lies a threat to the authority of Mr Liaquat Ali Khan, who 
is in the forefront of the progressive school of thought. The 
late Mr Jinnah would never have allowed the mullahs to gain 
the upper hand. 


The third main undercurrent consists of the ill-concealed 
tussle between the provinces and the centre. Provincialism is 
rampant and has defied the efforts of broader patriotism to 
suppress it for the sake of the unity and discipline which 
Pakistan so badly needs. So far as East Pakistan is concerned, 
for geographical and ethnographical reasons it was inevitable 
that the province must be allowed to go its own way to some 
extent and to enjoy a considerable measure of autonomy. But 
the provinces of Western Pakistan could easily be amalgamated 
under a single administration, and most political thinkers feel 
that in the interests of unity, no less than of economical and 
efficient administration, this should be done. Mr Jinnah would 
have carried through amalgamation ; but it is doubtful whether 
the present Central Government feels itself strong enough to 
overcome the opposition of provincial politicians in the Con- 
stituent Assembly. Sind is already showing signs of revolt, 
under the leadership of the ex-Premier, Mr Khuhro, This 
remarkable man continues as president of the Sind Provincial 
Muslim League Council, although disqualified from holding 
public office for three years, having been found guilty by a 
Special Court of Inquiry on no less than 62 charges, 34 of 
which constituted cases of gross misconduct. A typical Sindhi, 
he dominates the province like an old-time Tammany Hall 
boss, and is likely to prove himself a thorn in the side of the 
centre, especially as a champion of the big landlords. 


A Champion of Civil Rights 

Another personality who at present holds no public office, but 
is prominently in the public eye, is Mr H. S. Suhrawardy, 4 
former Premier of undivided Bengal. He is a declared foe of 
the present Muslim League set-up, and, with his flare for 
politics and intellectual ability, is a force to be réckoned with. 
He stands for better relations with India, in the interests of 
the Muslim community in that Dominion, and has prominently 
associated himself with the cause of the refugees, who have 
not been made too welcome in the provinces of Pakistan. He 
also stands for repeal of repressive legislation, which gives him 
an opportunity to attract much attention as a champion of 
civil rights. The platform is, indeed, an admirable one fot 
any opponent of the Government, for there is a wide 
feeling that the various provincial Public Safety Acts have been 
abused, Mr Suhrawardy has at present no strong: provincial 
affiliations, and this, together with the fact that he is a moder- 
nist by outlook and persuasion, may lead to his ultimately 
joining up with Mr Liaquat Ali Khan. This would be a good 
thing for Pakistan. 
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| 
THE APHID MENACE 





' TO FOOD | 


The grower whose crops are threatened by green fly need fear that menace 

no more. The new Phosphate Insecticides—HETP and TEPP—will destroy 

all species of Aphids, Red Spider, and many other insect pests. HETP and 

TEPP are safe on fruit and vegetables and remain efficient even at low 
temperatures. 


HETP & TEPP 


phosphate insecticides 


6 8 
Chemicals 
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YOU KNOW o 
THIS DANGER SIGN 


Make sure you also 
heed the danger signs 
of worn tyres 
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SULPHURIC ACID 


Sulphuric acid is directly or indirectly necessary to 
so many processes, from steel-making to photography, 
that without it industry would be semi-paralysed. 
For thirty-five years Simon-Carves Ltd. have been 
building sulphuric acid plants at home and abroad— 
plants which to-day have an aggregate capacity of 
thousands of tons per day of this most essential of all 
industrial heavy chemicals. ‘Contact’ acid plants by 
Simon-Carves are now in use or under construction in 
many parts of the world, from Europe to the Middle 
East, India and South Africa, playing a vital part in 
many industries and adding to the reputation of 
British chemical engineering. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation, 
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THE BUSINESS WORLD 





Devaluation and the Consequences 


The dust and disturbance caused by devaluation will take some time to settle. Issues which for some 
months past had been in doubt have been decided ; but in turn new problems have been created by the re. 
alignment of currencies which themselves will have repercussions upon prices and trade throughout the 
world. To trace in detail the effect of the new exchange rates upon the potential course of trade and economic 
activity is at this stage scarcely possible, even in the case of countries like Britain and the United States 
which are most directly affected. The articles which follow contain little attempt at prophecy. They set 
down the alterations which have been made in the world’s exchanges, and the immediate effects which may 
be expected to follow ; they examine the conditions which will now determine the success of British exporting 
to the dollar area, and the effects of devaluation upon British prices and costs ; important repercussions 
on the security markets are reviewed in the fourth section ; and, finally, oil economics are examined as a 
special case which may become in some respects less tangled as a result of devaluation than it was under 

a regime of artificial currency relationships. 


The Exchange Adjustments 


HE devaluation of the pound, which took effect immedi- 
ately after the Chancellor’s broadcast on Sunday, 
September 18th, has been followed by even more rapid and 
violent exchange adjustments throughout the world than 
occurred in the corresponding period of 1931. Many of 
these adjustments, which are described below, had been 
formally announced by the time the British banks and Stock 
Exchange reopened on Tuesday morning, after their enforced 
closure on the Monday. Others have followed in quick 
succession during the week, so that, by the time of going to 
press, most of the major countries had already declared their 
attitude and twenty separate devaluations (many of them also 
involving dependent currencies) had taken place. No defini- 
tive statements had been made by Argentina, Italy or western 
Germany. 


The new official rate for sterling against the US dollar is 
$2.79%-2.804, compared with last Saturday’s rate of $4.024- 
4.03} ; it will be noted that the opportunity has been taken 
to reduce the dealing margin from 3c. to ¢c. This deprecia- 
tion in terms of dollar value amounts to 30.5 per cent, and 
the arithmetical equivalent increase in US dollar prices in 
terms of sterling is 44 per cent. This, accordingly, is the 
increase which has been made in the sterling price of gold, 
which is now 248s. per fine ounce compared with 172s. 3d. 
last week. 


* * * 


Though the devaluation itself had been widely expected, 
the actual parity adopted took the world by surprise. Beyond 
the very small circle who actually made the decision, few 
anticipated that the new parity would be as low as $2.80. 
The International Monetary Fund has approved the new rate 
—but that of itself does not dispose of the question whether 
so drastic a depreciation was justifiable. 


There is known to have been a school of thought, both 
within and outside official circles, which would have pre- 
ferred the rate to go free, or at least that some form of free 
Market should have been devised, on the ground that it is 


impossible now to determine the equilibrium rate, Sir 
Stafford Cripps, without specifying his reasons, has stated 
this week that no such system could have been worked. He 
may be right. The position of sterling as an international 
currency would certainly have made any such experiment 
more difficult to conduct successfully than the comparable 
system operated by countries such as France and Italy, A 
freeing of the rate might have deterred rather than helped the 
world-wide realignment of currencies which is following 
inexorably in the wake of sterling’s devaluation. The definite 
cut in the sterling rate has at least provided a new basis by 
reference to which the other countries have been able to 
make their own decisions. 


The new parity of $2.80 appears low in terms of alll avail- 
able criteria. The free market rates for various categories of 
transferable sterling ranged before the devaluation from 
$3.10 to $3.20. The forward rate for sterling in the New 
York market on the eve of the decision indicated a discount 
of no more than 20 per cent on the then official parity. It 
was only in the largely artificial markets for pound notes, in 
which any appreciable turnover depended on the “ double 
smuggle” and values were depressed accordingly, that rates 
approaching the new parity were to be found. Surprise at 
the extent of the devaluation of sterling has been greatest in 
some of the overseas countries which had pressed most 
assiduously for a break with the old parity. The Canadian 
Government, for example, whose experts have taken a leading 
part in the campaign for devaluation in the past few months, 
was genuinely surprised at the extent of the cut ; though the 
Canadian and US Governments were informed at the opeming 
of the Tripartite talks that devaluation would take place, they 
were not told the exact rate until the last moment. The 
unexpectedly large devaluation by Britain was the main 
influence in determining Canada’s decision to take this 
opportunity of restoring the discount of nearly 10 per cent 
on its dollar in terms of the US dollar. In France the decision 
of the British Government has been severely criticised not 


because the pound has been devalued but on the grounds that 


it has been devalued too much. The Minister of Finance. 
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M. Petsche, has publicly described the new sterling dollar 
raie as a “ trade-war rate” and has suggested that Britain’s 
initiative in this matter was unilateral and so constituted a 
breach of the intra~-European collaboration to which the 
countries participating in the European Recovery Programme 
are committed. 


The severe cut in the sterling parity has had the effect of 
abolishing at a stroke the free markets in which transferable 
and bilateral account sterling was dealt in at a discount below 
the official parity. The only market in which any activity of 
this kind has been reported this week, and where sterling has 
been quoted at a discount on the new parity, is that for 
Chinese sterling. It is easy to guess from what quarters the 
sales of Chinese sterling are coming at the moment. The offi- 
cials who have control of this sterling and who are selling now 
that the Communists are hot on their trail are not likely to be 
guided by precise calculations of what may be the standing 
of sterling a few months hence. They are taking whatever 
price offers for a quick sale ; no wider significance need be 
attributed to the behaviour of this market. 


With the sole exception of Pakistan, which has declared 
its adherence to the former dollar parity, the countries of 
the sterling area have come into line with Britain. The 
Pakistan incident may probably be regarded as a temporary 
aberration. As there appears to have been lack of co-ordina- 
tion in informing Pakistan of the devaluation of sterling, the 
new Dominion is perhaps suffering from a sense of injured 
pride. There is also the fact that on balance Pakistan is a 
net earner of dollars. The opportunity of exhibiting 
superiority over India, which devalued the rupee in con- 
formity with sterling, is also one which must have proved 
tempting. The decision leaves the Pakistan rupee at 2s. 2d., 
or at a premium of 44 per cent over the Indian rupee at 
1s. 6d.; since the two currencies are virtually interchangeable 
and the frontier is wholly devoid of effective exchange control, 
a situation has been created which obviously cannot endure 
for more than a very short time. The agreement between 
Pakistan and India when they divided up the reserves of the 
formerly united country provided that the two currencies 
should be maintained at parity with each other. The ldwyers 
on both sides will be able to argue to infinity as to which 
party broke this agreement. 


The only real uncertainty about the reaction of sterling 
countries to Britain’s devaluation was whether Australia 
would take this opportunity of bringing its pound back to 
parity with sterling and with the neighbouring New Zealand 
pound. This has not been done, and the Australian pound 
remains at the old discount of 20 per cent on sterling (i.e. 
arate of {A125 per £100). The virtual unanimity and 
cohesion maintained by the sterling area in the devaluation 
move has provided one more testimonial to the strength of the 
links which bind the members of this club. After the revalua- 
tion of 1931, it may be recalled, South Africa enjoined upon 
itself fifteen months of abstinence. This time it has seized 
the higher gold price with both hands. Incidentally, on the 
eve of devaluation the Union Government unexpectedly 
called for repayment in sterling the remainder (£124 million) 
of the £80 million gold loan—despite the general assump- 
tion that the gold value of this sterling was in effect guaran- 
teed by the loan agreement. This action has given rise to 
the belief that a new financial arrangement between Britain 
and South Africa is now being hammered out. 


Every western European currency, save the Swiss franc, has 
now made some response to the devaluation of sterling. The 
Scandinavian countries have gone the whole way with Britain. 
Sweden, it may be noted, has thus more than retracted the 
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misconceived appreciation of its urrency which it made in 
1946 ; though it is still, of course, dearer in terms of sterling 
than before that move was made. The Netherlands has also 
devalued by the full 30 per cent. This move immediately 
posed a difficult problem for Belgium, which had previously 
announced its intention of not changing the dollar parity of 
the Belgian franc. Second thoughts, stimulated (in the context 
of the Benelux Union) by the Dutch initiative and also by the 


THE NEW PARITIES AND RATES 


(1) Currencies in Step with Sterling (304° Devaluation). 
The following countries have devalued by 30-5 per cent against 


the doliay and thus have maintained parity with Sterling. Their 

new dollar values are as follows :— 

Old Dollar | New Dollar \ 
Value | Value i 


——— 


it } 
| Egypt .... 1$4-135 t0 £E $2-871 to 
| lwracl ..-. | $4toge | $2-8010f 
$2-24 to Holland... | 2-65glds to$, 3-80gids to$ 
$2-80to{ || Denmark . | Kr 4-79901 
2lcto || Finland .. 
Rupee ii 
2icto | Norway .. 
Rupee 
ao Sweden ... 
upee | 
| $2-80 tof | Greece ... 
| $2-80 to |} 
dinar 


i 


. Special rate for exports at $3 to a 


(2) Currencies Devalued by less than 30}%.* 
The table shows the extent of the fall in dollar value in each case, 
and the residual effective depreciation of STERLING in terms of 
each currency. 


$2-80 to 
| $2-80to 


} 
| Devalu- 
ation | «ol 
| against terling 
| ‘Bottar |” Value 
| | % 
par $1-10} | 91 
|} Can.to | 
j US $ | 
43-83 | 50 + 123 
fres. to $ | fres. tof 
330 | 56 


fres. to $ 
350 | i 
: fres. to $ 22-2 


13-3 | 100-60 | 80-50 


24-95 28-75 
| Ese. tof Esc. to £ | 


| Esc, to$ Esc. to $ | 


* Italy, while not making definitive change, has allowed the free rate for the US 
jollar to rise from 575 to 617 lire, representing a depreciation of the lira by 6-7 per cent 


(3) Currencies whose Dollar Value is to remain uachanged. 
In each of these cases the dollar vates are unchanged, and the 
depreciation of sterling against the currencies concerned is the full 
30-5 per cent. Accordingly, the table shows only the change 
which has occurred in their vates against sterling. 
Old | New 
Sterling | Sterling | 
Value Value | 
141 
cr. tof 
25-9d. 
per 





extent of sterling’s devaluation, induced the Belgian authori- 
ties to change their minds and devalue by about 12 per cent. 
The differential devaluation between the Belgian franc on the 
one hand and sterling and the Dutch guilder on the other 
should have a welcome effect in restoring equilibrium between 
Belgium and the two other countries. 


France has taken the opportunity of the devaluation to 
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remove the final traces of the two-decker exchange rate struc- 
ture which survived from the 1947 devaluation of the franc. 
It has abolished the old official rate of 214 francs to the 
dollar which until last week was used as one of the two 
factors in calculating the commercial rate for dollars and 
other currencies ; that rate was the mean between the official 
rate and the free market rate. The free rate has now been 
made the sole determinant in fixing the commercial rate, and 
has been allowed to move from 330 francs to 350 francs to 
the dollar. At the new sterling-dollar cross-rate of $2.80, 
this gives a sterling equivalent of 980 francs to the pound, 
compared with 1,097 francs. The new French franc parity 
has not yet been notified to the International Monetary Fund, 
but when it is it may be assumed that the dollar rate of 350 
francs will be chosen. On the basis of the old commercial 
rate the effective devaluation of the franc against the dollar is 
22 per cent, so that sterling’s effective devaluation against the 
franc is reduced to 10.7 per cent. 


Italy is maintaining the system by which the official rate 
for the lira is fixed each month on the basis of the average 
level of the free rate during the previous month. This gives 
Italy complete freedom of action and that freedom has been 
used this week in allowing the free rate to move from 575 
to 617 lira to the dollar. The lira has thus been effectively 
devalued, though within the setting of the former free market 
mechanism, and so far only to the extent of 6.7 per cent. 


The devaluation of sterling took place on the very day on 
which the new German government took over autonomy in 
currency matters, and thus provided an initial problem of 
some magnitude for the directors of the Bank Deutscher 
Laender. They are expected to devalue the western mark, 
but to go only part of the way in following the depreciation 
of sterling. Portugal has devalued the escudo by 13.3 per 
cent against the dollar, despite the “hardness” of its 
currency. Among European currencies, this leaves only 
the Swiss franc to stand in splendid isolation at its old 
gold parity. It may, however, be significant that the 
rate for financial dollars, which last week was quoted 
at 3.97 Swiss francs as against the official rate 
of 4.30 Swiss francs, has this week risen to the official 
level. In other words, there are people in Switzerland who 
are beginning to take the view that the Swiss franc may be 
devalued later and that US dollars at a discount are attrac- 
tive. 

The eastern European currencies have not followed the 
general devaluation movement. This is hardly surprising. 
Exchange rates are not a primary factor in the foreign trade 
of these countries. If Polish coal, for example, is in danger 
of being priced out of the European market as a result of 
devaluation elsewhere, the position can and, no doubt will, 
be restored by reducing the price of coal and not by reducing 
the rate of the zloty. The commercial arrangements between 
Britain and the eastern European currencies are established 
in sterling, and the devaluation of sterling should not, there- 
fore, have any effect on them, at least so far as Britain is 
concerned. 


* 


In the Western Hemisphere by far the most important 
reaction to the devaluation of sterling was the decision of 
the Canadian authorities to restore the margin of roughly 
10 per cent between the Canadian and US dollars. The 
appreciation of the Canadian currency decided upon in 1946 
after the removal of price control in the United States has 
thus been nullified. The Canadian Finance Minister, 
announcing the move, said that, in view of the substantial 
devaluation of many currencies, Canadian exports would meet 
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increasing competition. It was in the light of that factor 
and in order to soften the impact of higher prices o 
Canadian goods on Great Britain that the decision to lower 
the value of the Canadian dollar was taken. Thanks to 
Canada’s decision (which leaves the effective Sterling 

tion at 23.6 per cent in terms of the Canadian dol!ar) the 
arithmetical increase in Canadian prices in terms of sterling 
is only just under 31 per cent, compared with the 44 per 
cent increase in US prices in terms of sterling. 

In Latin America the attitude of Argentina is of greatest 
moment to Great Britain. The Argentine authorities have 
up to now maintained an attitude of studied indifference to 
the devaluation movement and have declared that there will 
be no change in the parity of the peso. They have further 
claimed their right to the revalution of sterling in their 
accounts at the Bank of England in accordance with the gold 
or dollar-rate exchange guarantees given to them in the course 
of the recent financial and commercial negotiations. The 
Argentine authorities also claim that they hold a similar 
revaluation clause in respect of the sterling price in the meat 
contract ; this matter is in dispute between the two govern- 
ments and has been submitted to the Anglo-Argentine com- 
mittee set up to interpret the recently negotiated agreement. 
The Argentine accounts are one of the three groups of 
known sterling accounts on which an exchange revaluation 
guarantee will now have to be implemented. The other two 
are the Portuguese account, in which about £70 million is 
estimated to be held, and the Iranian account, in which there 
is about £40 million. With an estimated £85 million in the 
Argentine accounts, this makes a total of about £195 million, 
on which the revaluation clauses will require a payment by 
Britain of about £86 million. 


* 


The devaluation of sterling was followed by a rise in the 
price of gold from £8 12s. 3d. to £12 8s. per ounce. The 
London price for essential silver was raised from 444d. to 
64d. this week to accord with the New York open market 
price parity, but later dropped below parity, to 62id., owing 
to offerings of scrap silver to take advantage of the sterling 
profit. 


The members of the International Monetary Fund whose 
currencies have been devalued will have to make good, by 
payments in their own currencies, the reduction in the gold 
value of their currencies held by the Fund. The statement 
of currency held by the Fund on April 30, 1949, showed a 
sterling holding of £336,926,000. To make good the de- 
valuation of sterling this figure would have to be written up 
by nearly £150 million. This will have to be created as 
non-interest bearing debt of the British Government payable 
on demand to the Fund and held by the Fund depository 
in London, namely the Bank of England. 


The wholesale devaluation of European currencies has 
inevitably caused a situation of indescribable confusion 
the affairs of the new Intra-European Payments Agreement. 
The contributions and drawing rights laboriously 
out in the last few months and published a fortnight age 
are expressed in dollars but were based on estimates 
balances of payment worked out in terms of local curren 
cies. When reconverted into local currencies at the new 
rates, the drawing rights expressed in dollars bear no rela- 
tion whatever to the probable balances of payments for the 
coming year. The whole exercise will probably have to be 
done again, though this is a matter to which OEEC in 6 
present confusion can have had no time yet to devote aay 
attention. 
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Trade and the New Pound 


_ sold at the same sterling price as before 

devaluation will now bring in 30 per cent fewer dollars 
per unit ; such exports will have to be increased by 44 per 
cent in total volume to bring in the same dollar return as 
before. Exports sold at the same dollar price will now bring 
‘in 44 per cent more sterling. It is within these ranges that 
the advantage presented by devaluation lies. Whether these 
are permanent advantages rests largely on the interplay of 
devaluation upon costs and prices; to the extent that the 
sterling cost of British exports rises (as it assuredly will rise) 
the new incentive provided by devaluation will be reduced. 
The only convenient assumption, at present, is to assume 
that costs remain unchanged. 


On that footing, a statement issued this week by the Board 
of Trade is intelligible, if not especially enlightening. If 
British exporters already hold an assured dollar market which 
cannot easily be expanded “ it may well be appropriate for 
a number of exporters to raise their prices in terms of sterling 
so as to earn something like the same amount of dollars as 
previously.” In other words, if American demand for their 
products is highly inelastic, they can exploit that fact and 
secure their 44 per cent sterling export bonus. Where the 
American demand is relatively elastic (which is likely to be 
more true for those British products which had previously 
priced themselves out of the American market) sterling 
prices will have to renounce part of the increase—some of 
them perhaps the whole potential 44 per cent—if they are 
to be re-established in the dollar markets. 


This formal exercise in reciprocals, however, does not 
carry the matter very far. While the sterling price of raw 
‘material imports is bound to rise (not merely for dollar 
imports, but for raw materials from the sterling area too), 
‘so the dollar cost of raw materials from the sterling area which 
are used by American or Canadian manufacturers will fall. 
The advantage to be gained by, say, Malaya is a larger volume 
of exports of rubber to the United States at a price which is 
lower in dollars but higher in sterling. It follows that the 
sterling cost of rubber to British manufacturers will be higher. 
What the sterling area gains from sales of raw materials to the 
dollar markets will to some extent—perhaps to a material 
extent—be offset by a rise in sterling raw material costs to 
British manufacturers and exporters. 


This factor (quite apart from any consequential rise in 
wages which may have to be conceded) will reduce the export 
benus which British exporters may now enjoy. But this 
bonus will also be shared by exporters in other countries 
which have devalued their currencies in terms of the dollar. 
It is an advantage which the whole of the soft-currency world 
enjoys (and indeed, to some small extent, even parts of the 
hard curency world, including Belgium and Canada), not an 
exclusive advantage for Britain alone. It is not merely “ a vast 
number of British exporters ” which have been presented with 
an incentive to increase their exports to dollar markets, Indeed, 
it has yet to be discovered whether, over a considerable range 
of potential exports, the previous attractions of “ soft option ” 
trade. within the sterling area have been completely broken 
down. A 30 per cent cut in the dollar price may obtain an 
entry for a given line of British goods in the American market 
which had previously been uncompetitive. But if the same 
goods can be sold at an unchanged sterling price in the 


sterling area they are likely still to find their way there, par- 
ticularly since producers of raw materials in the sterling area 
will have more sterling to spend. 

For the great majority of potential exports, changes in 
merchandising methods, design and salesmanship remain as 
essential after devaluation as they were before. The one 
thing which may lure British exports from the sterling to 
the dollar markets is the prospect of a higher sterling return. 
The same return (in sterling) would be unavailing to per- | 
suade exporters to make the switch. A “higher return,” 
moreover, has to be discounted by two other factors. First, 
there is the extra cost and trouble of attacking a new dollar 
market with all its risks and difficulties ; many British traders 
have avoided this in the past, because they had no inducement 
to take the plunge, and some of them may ask if the induce- 
ment is sufficient now. Secondly, the profit incentive, in the 
minds of many traders, will be calculated at something less 
than half the gross profit, because of the incidence of Income 
Tax and Profits Tax. 


These points in no way minimise the necessity for increas- 
ing dollar receipts, but they do suggest that devaluation is 
not the all-powerful single incentive which the Chancellor 
claims. The extent of the increase in dollar exports which 
would be required to fill the visible trade gap between Britain 
and the United States and Canada can be measured on the 
austere assumption (which is plainly worse than the truth) 
that the price level in sterling of all British exports to the 
dollar market remains unchanged. The following table 
shows the calculations : — 


UK Visis_te TRADE WITH DoLiaR AREA 
(£ Million) 


ating eons cena enetennpecnetenieett ee 





After At 
25 per cent New 
Jan. to June Import Cut | Sterling Prices 
1949 ({=—$4- 03) ({=—$2- 80) 
UROU cc cwebcrcecctcccccesssssds 207 155 220 (say) 
Mga s 6 os «6's d uso over sss sence d 88 90 | 90 
Visible deficit. 0.2... 02.02.00 121 6 | 1390 
Increase in exports to close visible gap, 
assuming Sterling export prices un- 
ONG a Fi 6 ES 5 oe LOC E SE 137% 72% 144% 





i i 


These are broad figures, based on the experience of the first 
six months of this year. The effect of devaluation will be 
to increase the sterling cost of dollar imports above that of 
the first half of this year, even after taking the 25 per cent 
cut into account. If the arbitrary assumption is made that 
sterling export prices remain unchanged (they will to some 
extent rise, but by how much cannot be guessed) the required 
increase in physical exports to close the dollar gap in visible 
trade would be about 140 per cent—rather more than would 
have been required to close the gap in the first six months 
of this year. This exercise sets a high target which, it is to 
be hoped, will not have to be attempted until 1952-53, after 
Marshall aid has ceased. 


Such an increase implies a considerable degree of elasticity 
in American demand (which it would be fairly reasonable to 
count upon), a successful resistance to cost inflation, and 
successful competition with other European countries for 
the new opportunities in the dollar market. The following 
table does no more than hint at some of the potential export 
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items which keener prices and more ambitious salesmanship 
should assist : — 


British Exports to USA ano CANADA 
(£ Million) 


Canada United States 


8 Months, | 8 Months, | 8 Months, | 8 Months, 
1 ; 1999 | 1948 | 1949 


948 
| 
ROM, . bac Ub ales scciehex buble se ddtaes 1-2 1-1 | 6-1 6-2 
I I i ns cies ees won 3-1 36 | 1-2 1:3 
Iron and steel manufactures. ........ 0-8 1-8 0-2 0-1 
Non-ferrous metal manufactures ..... 0-8 2-1 3:5 2-4 
Cncaney ih. . ie OSE i ie 0a 3:3 3-2 2-5 1-9 
et DRI, 5. «5 cactiatie <upritinw owe 4-2 38 2-0 ll 
Wool textiles .............--.. 00s 122-4 | 118 33 | * 29 
SK crak OR « onic 60 omits beacon uss 2-1 2-1 0-3 0-2 
SY MEE oi dak kon cin wo ares <a 1-3 1-2 2-8 2-6 
Pagel ec8s ee ids Bes mch ck | - bis 1-7 1-4 0-9 0-9 
RIE I di etn 0: stra n's! 5 tab ek sakes i 1-0 1-0 2-0 1-1 
Puper, cardboard, etc. .............. | 0-2 0-2 0:5 1:3 
TN ee Ri ile tet a oe al 5-9 11-7 6-8 3-4 
Of which :— 
I i Pia ore atlas te 1-7 47 | 3-2 1-0 
Atricultural tattors |... 0-2 02 | 28 1-5 
Commercial vehicles ..... sano) iar i 0-2 0-5 0-4 Ol 
SERIOUS. S .  oeWheweceecsteycuse | 5-5 63 | 11:8 7-4 
lS el all cela 
WOR sca ces sc eae | 43-7 | 51-5 39 | 32-9 


| 


i 
i 


In terms of increased volume, textile exports, both to Canada 
and the United States, show real promise—but probably only 
at the sacrifice of a large slice of the export premium, for 
these are largely the categories in which local price com- 
petition is most acute. Spirits and pottery (both of which 
have held up quite well) should retain most of their export 


THE ECONOMIST, September 24, 1949 


premium, since the need for concessions in dollar pr; 
should not be so pressing. Whether, in these particular 
the incentive will evoke a large response in increased exports 
to dollar markets is perhaps more doubtful. 
should enjoy greater opportunities in Canada, and per 
make some recovery in the American market. It would be 
optimistic to expect mass sales of British cars to the American 
market, even at new prices which fully reflected devaluation 
of the pound, but Canadian prospects may be more hopeful. 
Success in dollar trade, however, would bring other 
problems in its train. In order to fill the gap (on the lines 
crudely indicated in the first table) any increase in sales to the 
dollar markets would have to be found from output which 
now finds its way to the sterling or home markets, unless 
total output can be increased. But if incomes at home 
remain unchanged (a fortiori if they are increased) and if the 
earnings of the rest of the sterling area rise (which seems 
probable since their dollar spending is rationed by agree. 
ment and their exports to dollar markets will bring in more 
sterling), there will be so much the less restraint on demands 
which have for many months past been comfortably com- 
peting for goods which might otherwise have found a market 
in the United States. This is particularly true of the large 
range of miscellaneous goods which defies individual classifi- 
cation. It is here that a new attempt must be made to 
capture some part of the American market. But it is here 
also that American ideas of packaging, and the American 
pleasure in novelty and “ gadgetry” need to be satisfied, 


The Course of Prices 


T was the signal advantage of devaluation in 1931—for 

Britain, though not for the rest of the world—that the fall 

of the pound caused an even greater fall in world prices. 

Evidently, the Government seems to cling to something of the 

same hope now, to judge from the Chancellor’s attempts in 

his broadcast to minimise the effects of devaluation upon in- 
ternal prices and the cost of living. 

One pretension in his broadcast must be rejected imme- 
diately and vigorously. ‘ We shall not tolerate ” declared Sir 
Stafford Cripps in a passage clearly intended to suggest that 
apart from bread nothing else need go up in price “ anyone 
taking advantage of the situation for their own profiteering.” 
This is politics—and empty politics too, because the 
machinery of price control is so creaky. But it is even 
emptier economics. When a merchant raises the price of an 
item which has cost him $4.03 from 20s. to 28s. 9d., he is 
merely taking proper account of the fact that his future 
supplies will cost 28s. 9d. at the new rate of $2.80 to the f£. 
The Revenue will, in any event, take over half of the so-called 
“ profit ” of 8s. 9d. from him, but he is entitled to make every 
effort he can to maintain his capital intact, and not to scatter 
it to consumers in the form of falsely low prices. This lesson 
in elementary economics is never learned, or at least never 
accepted, by Chancellors. There has been enough consump- 
tion of capital during the wartime and post-war inflations to 
make it quite unnecessary for Sir Stafford to pray in aid a 
specious argument in the hope of pe:suading the public that 
prices need not rise because they can live on stocks. 

Clearly, the argument that “ we must wait and see what 
happens” to dollar prices is a very unsatisfactory point at 
which to leave the analysis of the effects of devaluation. There 
is mo such thing as painless devaluation ; it works through 
changes in prices, and it is just disingenuous to suggest that 
such changes in prices redound to the benefit of exporters, and 


have no countervailing disadvantages for importers and con- 
sumers. The Ministry of Supply, with a fine disregard of these 
political sentimentalities, has raised the sterling price of the 
non-ferrous metals to the full extent of the devaluation. 
Given its policy of following the American metal market 
(whatever the merits and demerits of that policy may be) the 
Ministry was plainly right to take the step of adjusting its 
sterling prices and to ignore any charge that it was 
“ profiteering.” The Raw Cotton Commission, whose selling 
prices have for some time been based on replacement costs, 
has also offended the Chancellor’s canon, though not to the 
full extent, by raising its prices. 


It is quite impossible, at this stage, to attempt any estimate 
of the prospective changes in the terms of trade which will 
follow devaluation. Much depends on the extent to which 
imports and exports are invoiced in terms of sterling, and the 
relative pressure which devaluation may exert on those 
terms for items which enter into sterling-dollar trade. Many 
food contracts specify sterling terms—though the Canadian 
wheat contract is an important exception. The Argentine 
meat contract (though it contains no formal reservations 
about devaluation) may also be a special case. A rough calcu- 
lation covering six principal food imports (wheat and flour, 
bacon, meat, cheese, eggs and sugar) suggests that the eventual 
increase in personal expenditure on these items can be put at 
a minimum of 5 per cent, and may range as high as 72 pet 
cent. This result aligns closely with the short-cut calculation 
based on the official calculation that 16 per cent of the content 
of the cost of living index represents dollar imports. Since 
the sterling cost of such imports (assuming dollar prices 
remain unchanged) will increase by 44 per cent, the eventual 
rise in the index will be of the order of 7 per cent. This con- 
clusion contrasts sharply with the calculation, based on the 
increase in the price of bread from 43d. to 5}d., that the 1m- 








oer aeaean Gene eoR' BpeeBaaZezs 


— 8 @ | we 





AMES aiden Hohe hd pee eS 


THE ECONOMIST, September 24. 1949 


mediate rise in the index will be little more than half a 
point. 

This calculation of the eventual rise which may occur in 
the cost of living, however, makes no allowance for the 
rise in industrial costs which will occur through higher 
import prices of raw materials and which in due course 
will react upon the cost of living when it has percolated 
through into the cost of final output. A rough calculation 
of the effect of devaluation upon the cost of the principal 
imported raw materials (excluding oil) suggests that the 
average increase may be of the order of 10 per cent. This 
js a weighted average, which takes into account the division 
of supplies of eight leading raw materials (copper, lead, zinc, 
aluminium, cotton, softwood, hard timber, woodpulp and 
hides and skins) as between hard and soft currency sources, 
and reflects the pattern of imports and home production 
jn 1948. It is an average, and particular sections of British 
industry may find that their raw material costs have increased 
by a much greater percentage—for example, those which 
use large quantities of non-ferrous metals or cotton. More- 
over, if the prices of raw materials from the sterling area 
itself increase as a result of devaluation (which is highly 
probable) the average increase in the cost of raw material 
imports from all sources will be correspondingly larger. 


* 


The following table shows the movements in American 
and British prices of leading raw materials and commodi- 
ties after devaluation. In New York, rubber and cocoa are 
both cheaper, though they have not fallen to the same extent 
as the fa!] in the value of the pound. Conversely, the London 

tice of rubber has risen from 11}d. a pound at the end of 
Jast week to 124d. after having touched 13d. For materials 
where the British price follows the dollar price, in particular 
the prices of non-ferrous metals, British prices have been 
raised to the full extent, or nearly so. The Ministry of Supply, 
which resumed sales of non-ferrous metals (except tin) on 
Thursday quoted copper at {140 a ton, against £107 Ios. ; 
lead at £122 against £87 §s.; zinc at {87 ros. against 
£63 10s. ; and aluminium at £112 against £93. 


The Raw Cotton Commission appears slightly to have 
modified its recently adopted practice of charging replace- 
ment values for cotton. It has decided, apparently because it 
holds stocks, to temper the rise in raw cotton. American 
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middling 15/16” has been raised from 234d. to 28.15d. 
a pound. The American price, however, has fallen somewhat 
during the past week, from 31.14 cents to 30.91 cents. 

_ MOvEMENTS IN AMERICAN AND BriTISH PRICES _ 


i American Prices British Prices 


Commodity | i | 
} Last | This | Last | ‘This 
Unit | Week | Week Unit Week | Week 
| | i 
Copper ccs nes cents a lb | 17-62 | 17-62 { per ton | 1073 | 140 
Lead .. e 2 | 15-12 | 15-12 : si | 322 
SiGe sia - Fe s ; 10-00 | 10-00 | . 634 | 87h 
Tin one i 103-00 103-00 | 1 | 569 =| «569 
Alu ninium.... | . , 17-00 | 17-00 ‘a | 93 | 22 
Rubber....... | ve | 18% 16; | pence perth {| Ij | 12% 
Cotton... 2... | rs 31-14 | 30:91 | i | 23-50 | 28-15 
Woe! (tops64’s) | $a lb | 1-69 | 1-63%) oo | 94 113 
Wheat... S040: | $a bushel 2-08 | 2-09} | shillings per cwt.) 22-25 abd 
CONOR oes kters cents a Ib 20° 37°) 9:47 shillings per ewt. | 190-3 | 190-3 


| 
* Nominal. 


Tin remains unchanged, for the time being, both in 
London and New York. Devaluation finds the Ministry of 
Supply still unresolved on the question whether to allow the 
resumption of commercial dealing in tin, a matter which 
has been under discussion for many weeks and on which a 
decision is overdue. Clearly, a large adjustment of the 
sterling price is dictated now. 


Such changes in prices as have occurred this week have 
been in conformity with the quite legitimate principle that 
consumers should pay replacement costs for their supplies. 
To that extent they make nonsense of the pretence that 
devaluation does not involve “ profiteering” or that it will 
have no material effect on industry’s cosis. The hope that 
dollar prices may fall evidently lies at the back of these 
beliefs. But as this week’s events have shown, dollar prices 
can fall at the same time that sterling prices rise. The ques- 
tion is rather whether dollar prices will fall more than in 
proportion to the cut in the value of the pound. If that were 
to happen there might be some satisfaction that sterling 
prices did not rise. But that could only be because demand 
for raw materials in the dollar market had itself collapsed 
—which in turn would mean that the problem of closing the 
gap had been rendered impossible by reason of an industrial 
slump in the United States. This week’s price movements 
show that no such calamitous assumption is being made ; 
but it is the only one which would justify the notion that 
the sterling prices of raw materials will not rise to some 
extent in conformity with the depreciation of the pound. 


The Market’s Response 


OR some time before devaluation, and in the day or two 
immediately after, investors were working by rule of 
thumb—devaluation would be good for gold shares, good for 
industrial shares with an important equity in dollar trade 
(shipping shares and insurance shares included), good for 
commodity shares, generally beneficial for industrial shares 
even if their activities were largely confined to the home 
market, and anathema to gilt-edged. That is the traditional 
pattern, and the market was content for a time to rest upon it. 
Asa result, Monday (when the “ House ” was officially closed) 
produced the biggest street market for years, with a boom in 
gold shares, which flowed over into the commodity share 
markets. The volume of informal dealings in industrial 


shares was relatively small, though prices responded smartly. 
No dealings took place in gilt-edged stocks, but the caution 
of dealers was marked by an agreement to quote prices, when 
official dealings reopened on Tuesday, up to 13 points 


lower than closing quotations at the end of last week. 

Second thoughts, however, have produced some very 
marked reassessments of the potential effects of devaluation 
upon security prices. When the market reopened on Tuesday, 
dealings were active indeed—some 13,686 bargains were 
marked—but the course of prices soon became confused. 
The prices agreed for gilt-edged stocks proved to be lower 
than was necessary, and the fall in the “longs ” was limited 
Gold shares, active as ever, made no further 
headway—on Monday their rise caused a jump in the 
Financial Times index of gold shares from 109.52 to 129.63, 
but on Tuesday the index fell slightly, just below 129. 
Rubber shares further improved, while oil shares were, on 
balance, lower. Industrials, checked by fears of labour trouble 
and the possibility of an election, displayed no very con- 
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the boom were exposed. A rumour suggesting that the trade 
unions would insist on the reimposition of EPT and statutory 
limitation of dividends as part of a bargain for accepting 
devaluation threw the industrial market into confusion. 
The rumour appeared to lack foundation—if Dr Dalton 
could bring himself to dismiss EPT as a bad tax, it is hardly 
to be believed that Sir Stafford Cripps could bring himself 
to reimpose it. Business remained active, with well over 
12,000 bargains marked, but even where turnover was 
highest—in gold shares—revised estimates of the outlook 
and profit-taking took their toll of prices. Gilt-edged stocks 
recovered the point or so which they had lost on Tuesday 
(compared with Friday’s close)—as if nothing at all had 
happened over the week-end—but the Financial Times index 
of industrial ordinary shares suffered a setback of 2} points, 
from 110.3 to 107.9 (actually lower than Friday’s figure of 
108.2) and the gold share index dropped by nearly 4; 
points to 124.20. 

This precipitate adjustment of prices suggests no lack of 
scepticism on the part of investors about the longer-run con- 
sequences of devaluation. Since all the evidence points to 
a complete lack of intention on the part of the Government 
to buttress “the change in the exchange rate” (which is 
the Chancellor’s euphemism for the blunt word devaluation) 
by cuts in Government expenditure, stiffer interest rates, 
looser controls and a determined wage policy, there is good 
reason for such doubts. If interest rates are not to be 
allowed to rise and make their contribution to a policy of 
Government and private retrenchment, so much the better, 
in the short run at any rate, are the prospects for fixed- 
interest stocks. If, on the one hand the Government makes 
much of the incentive of profits now presented to exporters 
to dollar countries, and on the other hand is as prompt 
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as a private “profiteer” to raise the prices of the 
many raw materials which it nan in bulk, so much the 


SECURITY PRICES AFTER Deva ALUATION 


1948 | 1949 | July 5, Se pt. 15, Sent.20 ts 
High | Low | High ARN 1 4909 Ri 7" a bo 
i 7 j : : | I ' Te 
} | 


An ' 


War Loan 3)% (after 1952)... 104 | 10LB | 1048 


} 

Savings Bonds 3%,, 1965-75.) 1034 964 103% | 99 | 33 * 1.25 
Treas. Stock 24% (after 1975); 85a | 24 81h | 15h | 70hxa 69 834 
Consols 2° 83% 74 1 S1f | 75)xd! Tif{xd 7} a = 
Brit. Trans sport 3” _ 1978 83, 1014 |; 938 | 1024 | | Se , gop | 
British Gas 3°, 1990-95... .- | LOW, | 955 | OMe | opt oe 

Ordinary Shares 
Bass Ratcliff, Ord. £1....... | 212/6 | 174/6 | 181/9 | 145/- | 143/9 | 1494/6 | 44) 
Distillers Co., Ord. 4/-..... | 32/9 25/- 30/- ; 25/4) | 27/9 | 29 44 28/ is 
Vickers, Ord. £2 LIT} s3yoy 23/6 | 35/45 | 27/74 | 29/6 | gay” | SRM 
British Celanese, Ord. 10/~..| 25/6 18,3 22/7 16/6 17/9 19/- | mg 
Fine Spinners, Ord. #1 | oe 24/74 | 29/3 21/1$ | 23/- | 237. | 209 
Patons & Baldwins, Ord. £1... 114/44 , 90/— 97/6 | 68/9 09/- 739 |} 13/9 
Ge neral Electric, Ord. £1 ; 95,45 80/- 92,3 82/3 79/6xd° 816 | io 
Austin Motor, “A"’ 5 ..| 36/6 | 29/3 ; 33/10) 23/- 27/6 30/- .| 28/9 
Cunard Steamship, Ord. £ fl. 46,9 34/105 37/9 28 4/6 | 37/- 36/_ 
P. &O., Deferred {1....-... 63/44 | 49/6 | 52/3 | 44/- | 47/6 | 486 | aye 
Assoc. Portland Cement, fl..| 78/3 | 62/3 | 82/6 | 72/6 | 77 78/6 | Tr6 
Brit. American Tobacco, {1..; 648 54 5a | 48 4% 4m | 4p 
Imperial Tobacco, g1...... 6% 44 6% | Sk | 5h 5% 1.5 
Lever & Unilever, /1 56/6 | 43/9 | 51/6 | 44/7)! 42/6 | 4376 | anys 
Dunlop Rubber, {1 ........ 19/9 | 67/6 11/- | 62/6 | 65/- | 66/- | 6g) 
Hudson's Bay, #1. ... | 92/6 | 72/- | 81/- | 65/- {| 77 76/6 | 79/6 
Turner & Newall, £1.......; 90/9 | 72/6 | 87/~ | 72/6 | 79/6 | 82/6 | Hm 
Oil and Commodity shares 
Angto-Iranian Oil, £ an lod 7% 9% | Th 74 TE 7 
Mexican Eagle, $4........ 17/44 | 13/4 16/53 | 11/10) 14/6 16/~ | 16/5 
Shell Transport, {1...... 85/74 | 71/74, 78/9 | 62 71/3 | 75/- | 93/9 
Dooars Tea, {1 eve 45 25/6 28/9 | 22 21/6  19/- | 18/6xd 
Pataling Rubber, £1 .... 38/14 30/3 38,9 26,3 55/9 54/44 | MS 
United Sua Betong, (1 .. 44/9 | 33/1h! 41/3 | 24/- | 33/9 | 33/9 | 63 
Rhokana Corpn., tl sa aiing 1440 Lad 9 124 Le 1 
Tronoh Mines veeeeee] SE/S | 23/9 | 29/- | 17/3 | 25/-xa! 28/3 | 29/9 

Gold Shares 

Blyvoor, 2/6..............| 53/5 | 39/4§ | 58/9 | 45/7h | 46/3 | 51/3} SIy3 
Free State Devel., 5/—...... 41/10} 22/6 | 37/6 | 25/78 31/3 | 35 33/9 
Randfontein, {1........... 24/45 | 10/3 | 28/6 | 16/6 | 18/5 | 27/6 | 27/46 
Ashanti Goldfields, 4/-..... 53/3» 36/6 51/3 39/3 42/5 489 | 4%, 
Crown Mines, 10/-...... ..| 98/14 | 65 100/74 | 68/9 | 73/9 100/- |100/- 
Daggatonte SY et Aes 85/- 55/7Th | 86/3 | 72/6 | 69/4) | 78/9 | 76/3 
Union Corpn., 12/6 ........ | 15 | 10 13} 10 ; 129 3h Ya 
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more doubiful does the estimate of export profits become. 
The reflex action that devaluation is “ good for equities "— 
because it acknowledges the existence of inflation and allows 
inflation to exert its effect on prices—may in principle be 
sound enough ; but how does this react upon wages and other 
costs in a period of full employment and high industrial 
activity ? Not, in the market’s judgment, in such a fashion 
that it produces an automatic increase in profits. And even 
where profits increase, more than half is mopped up in higher 
taxes, while, for the time being at any rate, the prospect of any 
general rise in dividends is remote. 

If the honeymoon period has been brief, it has been for 
good reason. Quite apart from the larger issue whether 
devaluation will, by itself, do the trick of putting the dollar 
account in balance, the purely local adjustments under 
present-day conditions of costs, employment, and the temper 
of labour suggest no certain or lasting advantages for ordinary 
shares, save in those cases where they have a specific and 
assured interest in the dollar market. The revision of esti- 
mates of the effect of devaluation on gold shares is quite as 
necessary. The rise in the sterling price of gold will be of 
the greatest benefit to the low-grade mines ; that was a fore- 
gone conclusion because a mine at the very margin of profita- 
bility should now be capable of quite satisfactory earnings. 
But three factors are being taken into account by the great 
majority of gold shareholders. First, there is the evidence 
of rising costs—further wage claims and higher prices for 


machinery and supplies. Secondly, there is fear, for which ~ 
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past experience provides plenty of ground, that if devaluation 
produces larger profits for gold mining companies, the South 
African Government will not be slow to take a sizeable pro- 
portion of them in the form of increased taxes. In its conflict 
of mind between encouragement for the mining industry and 
the reinforcement of its own revenues, the Union Govern- 
ment has in the past tended to make relatively limited con- 
cessions to the industry. Its tax formula has indeed been 
framed to give assistance where it was most needed—for 
the low-grade properties on the verge of profitability, But 
even their restoration to comparatively satisfactory profits 
is not likely to go untouched by the tax collector in future. 


The third factor—most imponderable of them all—is the 
revision of mining policy which may follow the higher gold 
price. Each property now has to take a decision whether 
to reduce its grade and prolong its working life or to continue 
mining the present grade of ore. That decision is compli- 
cated in each individual case by questions of the average 
value of ore, the extent of development already carried out, 
and the prospective balance of increased mining costs against 
the higher price of gold. Much time will elapse before these 
calculations can be made. But it would be surprising if 
there were not some tendency, for those mines which can 
contrive it, to mine a somewhat lower grade of ore than in 
the recent past, and thus modify the immediate expectation 
of higher profits by an extension of the prospective working 
life of their properties. 


Oil—A Particular Case 


N a number of trades the devaluation of sterling will lead 

to a reassessment of trading prospects and a revision of 
industrial policies. The prospect for oil prices merits discus- 
sion in some detail. Measured by bulk or by value, oil is 
the most important commodity in international trade. 
Britain not only relies largely on oil as a source of energy and 
industrial materials for the British economy, but is 
also heavily engaged in the petroleum business as an 
international trader. It is not possible in the production 
and handling of petroleum to keep sterling and dollar 
expenditures entirely separate ; nor has it so far been pos- 
sible, in the marketing of the products, to prevent sterling 
and dollar price levels from reacting upon each other. It 
is true that, under the influence of the dollar shortage, a 
general distinction between sterling and dollar oil has come 
into being. But this distinction, unreal and incomplete in 
many ways though it is, has itself been at the root of one of 
the crucial American grievances against British trading and 
financial policy in the last eighteen months. The American 
grievance cannot be disregarded, if only because American 
help is needed for the British overseas oil development pro- 
grammes. But the prolonged Anglo-American discussions in 
Washington on petroleum questions—discussions which 
began in the summer and have been resumed this month— 
have yet to bring matters any nearer solution. 

It seems necessary to consider once more, in the light of the 
devaluation of sterling, what the American grievance is. 
Substantially it is the grievance against trade discrimination, 
against bilateralism, against the inconvertibility of currencies 


‘and the segregation of soft-currency trade. The American 


overseas trade in petroleum products has been going through 
a period of great difficulty in holding its markets in many 
parts of the world—and this in spite of the rapid expansion 
in world demand. Indeed, without ECA dollars—which 
have enabled the European importing countries to maintain 


their customary purchases of dollar oil for the time being— 
the American companies would have lost trade heavily. The 
demand for oil that can be bought for sterling has, on the 
other hand, been greater than ever and has far outrun the 
supply. 

The world oil shortage has, in fact, substantially come to 
an end and has turned into a shortage of currency to buy oil. 
An expansion of sterling oil production and refining can 
clearly help to remedy this shortage ; but, carried beyond a 
certain point, it could lead to the ousting of dollar oil from 
many markets on grounds not of ordinary trading considera- 
tions, but of curency preference. The Americans have there- 
fore shown an intelligible reluctance to go very fast in 
financing British overseas oil development with ECA dollars. 

It is a simple step from this American attitude to the 
general American thesis—so powerfully pressed in the months 
which preceded devaluation—that the false parity of sterling 
was distorting (or aggravating the distortion of) the pattern 
of international trade. The over-valuation of sterling did 
not make sterling products difficult to sell; true, it made them 
difficult to sell in hard-currency markets, but in soft-currency 
markets they were irresistible. If this applied to high-priced 
British manufactures in general, it applied with special 
force to petroleum products, which were not over- 
priced in relation to dollar petroleum products. Sterling 
petroleum has therefore been (like high-grade coal and semi- 
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finished steel) one of the bargaining counters used on the 
British side in bilateral trade bargaining. The use of sterling 
oil in this way in the Argentine agreement last summer 
aroused American indignation conspicuously. 


Whether this policy was profitable to Britain is, for the 
purpose, irrelevant. There is evidence for supposing that ft 
was not. “ Sterling oil” is a convenient term for the pro- 
ducts of British oil companies (which for this purpose include 
the British-Dutch Shell group) except so far as these operated 
in North America itself. But the costs of “ sterling oil” 
contain a large dollar element. Something was learned of the 
size of this dollar element in June, when the Australian Prime 
Minister, Mr Chifley, said that the total net dollar cost of 
oil to the sterling area was more than $400 million a year. 
Out of this figure, which was probably a modest estimate, 
it was learned in London that $160 million represented pur- 
chases of dollar oil (after deducting sales of sterling oil to 
dollar companies), and the remainder represented the dollar 
element in the costs of producing sterling oil. This con- 
sisted partly of British purchases of American equipment for 
oil-getting and oil-refining, and some of it was of a capital 
nature. But it also represented the operating expenses of 
sterling companies in hard-currency areas—such as, for 
example, Venezuela, Curacao, and Iran. It follows that, 
over an unknown sector of their trade, the British com- 
panies were expending dollars in order to earn sterling. Since 
the sterling oil prices were based on a parity of $4.03 to the f, 
and the real value of sterling is now seen to have been lower, 
it would not be unreasonable to question the real profitability 
of these transactions. 

The conclusion that sterling oil prices now need to be 
raised to reflect the diminished value of sterling is hard to 
resist. The costs of American equipment, of oil getting in 
Venezuela, of oil refining in Curagao, have been increased by 
44 per cent at a stroke. The bolivar and the Curacao guilder 
have not been devalued ; nor has the Iranian rial. American 
tanker freights are automatically made more costly ; and 
if some of this increase is reduced, as time goes on, by a 
decline in demand for American tonnage, the increased 
demand for sterling tanker tonnage will cause sterling 
freights to rise. The oil development and refinery pro- 
grammes will in any case need revision in the light of 
higher cost (in sterling) of American equipment—which 
is still indispensable for any scheme in which early delivery 
plays a decisive part. It is clear that, if the prices 
of the products were to be kept unchanged while the costs 
of investment went up, the economic basis of some major 
schemes would become questionable. Indeed, if trade in the 
products were to be based permanently on artificial price 
conceptions, an economic basis for the capital development 
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plans would be impossible to find. Sterling oil prices 

in fact, be maintained at the old parity of $4.03 to the f 

by subsidy in some form. There is no reason to suppose that 
a British Government wou!d undertake such a Policy of 
subsidy ; and the United States would in any case not tolerate 
it. 

The status of sterling oil in the world markets, and the 
extent to which it is to be forced to move in a separate 
monetary sphere from dollar oil or (alternatively) subjected 
to the strict laws of supply and demand on a realistic Price 
basis, must now have a leading place in the discussions 
in Washington. American pressure for a new set of 
arrangements in the world oil trade has been persistent 
for some months past, and such new arrangements have 
virtually been made a condition of ECA support for the oil 
development programme, The British Government has 
enough to do to defend its reasonable trading interests in 
petroleum, and will presumably not attempt in addition to 
maintain an unrealistic price system on a world-wide scale. 
The more readily and the more unequivocally it a 
this, the better will be the chance that the Washington talks 
may suceed in removing the obstacles to a rational and 
energetic programme of oil development. In the world 
markets British oil prices will inevitably rise. What ha 
then, to the official contention that price levels in the British 
economy itself can—with the exception of the household loaf 
—be kept where they are “ for the present ” ? 

No doubt the Government can, if it chooses, insist that 
petro!eum stocks already in the country shall be sold off at 
the present prices. This will mean selling them at less 
than their real value and less than their replacement value, 
and will represent another concealed dissipation of capital ; 
still, it could be done. But new supplies arrive continuously, 
partly in the form of crude oil but still mainly in ready- 
refined form. Are these, too, to be sold at the present prices ? 
About a quarter of the petroleum products sold in Britain 
are still, unequivocally, dollar oil. How will the increased 
cost of this oil be met ? Who will pay the increased element 
of dollar cost in the remainder? By what means will the 
level of prices in Britain be insulated from the world price 
levels of the same products ? How could this be done with- 
out again creating artificially high demand in Britain, which 
would once more need to be restrained by artificial means ? 

Devices of this kind would not square with the aim of 
entering yet more vigorously into world trade on a com- 
petitive basis, on which the Chancellor of the Exchequer 
laid so much emphasis when he announced and explained 
devaluation. To talk of keeping oil prices after devaluation 
down to their former levels is, in the circumstances, 
nonsensical. 
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Business Notes 


fresh Heart in the Motor Industry 


For the thirty-two British manufacturers exhibiting cars 
at the annual Motor Show which opens at Earls Court next 
week, the announcement of devaluation could not have come 
at a more opportune moment. The organisers of the show, 
the Society of Motor Manufacturers and Traders, have sent 
8.000 invitations to Overseas visitors, though in fact the show 
may not have a great deal that is new to attract them. The 
range of mass-produced cars will be substantially the same as 
jast year, when the big manufacturers presented their first post- 
war models. A year’s experience has caused them to introduce 
various refinements which in some cases are important, and in 
others are concerned with detail and finish. The only new 
models shown will be in the sports and luxury ranges, with the 
exception of a Triumph made by the Standard Motor Com- 
pany and a single model introduced by the Rover Company 
to replace the two at present made. 


The industry, which was in danger of growing resigned to 
price resistance in the dollar markets, has been greatly 
heartened by devaluation ; but then, it does not yet know what 
devaluation will mean. Reports from the United States 
already tell of dealers reducing the prices of British cars by 
20 per cent. But Lord Nuffield has said this week that 
American dealers hold stocks of British cars which they must 
“liquidate.” The possible range of price reduction is limited 
by the freight, insurance and other charges which have to be 
paid in the United States, as well as by the American distribu- 
yor’s margin. Freight, in particular, was a burden at the old 
rate of exchange, and the Austin Motor Company decided not 
long ago to send an experimental shipment of cars to the Middle 
West via the Great Lakes instead of overland, to see if freight 
charges could not be reduced. It is appreciated that the poten- 
tial market for British cars in the United States is limited, and 
that the prevailing British prices have been too high even for 
this market. Second thoughts have suggested to the industry 
that devaluation may go only part of the way to correct that 
position. The whole American market for cars has been 
showing signs of change, and while certain of the American 
1950 models are dearer, there is a noticeable increase in the 
number of lower-priced models being built by American manu- 
facturers. This change has much the same influence as a 
general price reduction. 


Some British prices have come down in the past months, 
but they have been for luxury and speciality cars made by 
firms like Daimler, Healey and Allard. The big manufacturers 
hold that the under-employment of their plant, which they 
attribute to the lack of sufficient steel sheet, makes it impossible 
for them to reduce their costs. 


In Canada, British car sales have received some stimulus 
in the past months through the Canadian shortage of US 
dollars. Much the same has been happening in soft-currency 
countries, but some of these have also found themselves short 
of stering and have had to limit the cars they import from 
Britain as well. Except in South Africa, devaluation is unlikely 
to augment British sales in the soft-currency markets, though 
it may at first close the door more firmly than ever against 
American cars. The South African Government is due to 
review the question of car imports this month, and there are 
hopes that the new sterling price for gold will encourage it 
either to permit once more the entry of assembled British cars, 
or to allow British manufacturers to go ahead with their post- 
pened plans for local assembly. 


x * x 


Film Earnings and Exchange Rates 


The American film industry, as a large earner and an 
extremely large holder of miscellaneous foreign currencies, 


has lost heavily through devaluation this week. A vice-presi- 
dent of Paramount, Mr Paul Raibourne, put the immediate 
loss at $30 million ; this may be an underestimate. Mr Fayette 
Allport, the European manager of the Motion Picture Associa- 
tion of America, said that the foreign earnings of the Ameri- 
can industry would be cut by at least 30 per cent. The 
president of MPAA, Mr Eric Johnston, spoke more hopefully 
when he arrived in Paris during the week for a review of the 
new position in the European markets for his members’ pro- 
ducts. He thought earnings would recover before long, because 
the increase in the cost of living in Europe would cause admis- 
sion charges at cinemas to rise. His estimate, based on an 
assumption that the new exchange values would be allowed 
freely to react on internal price levels, may be valid for the 
freer economies on the Continent, but the degree of its appli- 
cation to the British economy is more uncertain. 


So far as the British trading position of the American com- 
panies is concerned, the permitted remittance to New York 
of $17 million a year will clear off £6 million, instead of £4.2 
million, of their annual earnings in the British market. This 
will leave them a smaller surplus to be spent in other ways. 
A recent statement by Mr. Johnston indicated that the Ameri- 
can companies had succeeded in spending $25 million of 
their frozen earnings in the first twelve months of the Anglo- 
American film agreement ; but how that money was spent is 
not known with any completeness. There are indications that 
American film earnings in Britain during those twelve months 
were not much more than $50 million, so the companies will 
have (on that calculation) only another $8 or $10 million to 
dispose of. 

It seems certain, however, that the American companies will 
now need to reconsider the ways in which their “frozen” 
money is spent. If British film production costs can be pre- 
vented from rising sharply, it may become worth their while 
to spend more on film production in this country. A film 
made here may, in their hands, earn more dollars in the United 
States than a sum equal to its cost would yield if translated 
into dollars at the new rate. 


It is natural, therefore, that the film producing industry in 
Britain should hope for an increased flow of American sterling 
to the studios. British companies, at the same time, are hoping 
for better returns from the showing of their products in North 
America and, indeed, in all countries which have not devalued 
their currencies to the full extent of the sterling devaluation. 
A warning is necessary before either of these hopes is pitched 
too high. The American film industry is as strong in its 
entrenched position as ever, and is accustomed to react vigor- 
ously to any threat of market losses. If the present state of 
unrelieved hostile relations with the British industry continues, 
the British producers can probably not expect much American 
co-operation. 


* * * 


Marshall Aid and Wheat 


The Economic Co-operation Administration in Washing- 
ton announced last week that it would allow Britain to purchase 
$175 million of Canadian wheat with ECA funds. This is 
about 60 per cent of Britain’s commitment for this last season 
of the Anglo-Canadian wheat contract. It had been hoped, 
however, that some three-quarters of this dollar expenditure 
might be taken over by ECA. Nevertheless, in addition, ECA 
funds will be made available for bunker fuel and port and 
harbour dues up to $30 million. Thus the total agrees with the 
estimate (on page 630 of last week’s issue) of relief from this 
source of $200 million. As it turns out, however, not all 
this amount can be considered a net dollar relief. To get 
“ off-shore ” purchases of Canadian wheat reinstituted, Britain 
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has had to agree to purchase $30 million of American wheat 
and $10 million of other American agricultural commodities 
which are in surplus supply. Britain’s total allocation of ECA 
funds will not be increased to cover these additional purchases, 
so that the net dollar gain to Britain is reduced to $160 
million. It has been reported, though not yet confirmed, 
that Canada, too, has had to agree to buy certain quantities of 
surplus agricultural products from the United States. 

It is easy to criticise this giving with one hand and taking 
away with the other, but Mr Hoffman, the Economic Co- 
operation Administrator, was clearly in a predicament. The 
American Congress has not yet authorised ECA’s appropria- 
tion, and the representatives of the farming states have been 
vociferous in their attacks on the use of ECA funds to buy 
goods from other countries when those same goods are in 
surplus supply in the United States. 


Mr Brannan, the American Secretary of Agriculture, in his 
letter to Mr Hoffman granting permission to resume “ off- 
shore” purchases of wheat, pointed out that the American 
farmer would gain by this move. Under the international 
wheat agreement, the United States has a guaranteed market 
for 168 million bushels each season. If Britain bought American 
wheat, other buyers who had previously bought from the 
United States would have to switch to Canada. Now Britain 
is buying not only Canadian wheat, but also American. It 
certainly looks as if Marshall Aid is making Britain buy up 
its season’s quota under the international agreement before 
the price of wheat has a chance to fall. 

® * & 

Britain’s Declining Exports 

The sombre impressions of the preliminary trade figures 
for August, which were discussed on page 630 of last week’s 
issue, were fully confirmed by a study of the detailed trade 
returns published this week. The total value of exports at 
£137 million were £4,500,000 less than in July, making a 
reduction of 3 per cent in the daily rate of export. The 
August figure was, however, £1,500,000 larger than in August, 
1948, but the sharpness of the downward trend in exports 


in the past two months was ominous. It remains to be seen 
how quickly the devaluation of sterling will help to reverse this 
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decline, which, perhaps, in part ‘can be explained by the 
incidence of holidays, the effect of the recent dock strike and 
the expectation of devaluation. 


The accompanying table shows the value of exports last 
month for the main groups compared with July and the 
monthly rates for the three previous quarters, The targets 
for the end of the year have also been included to show how 
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far industry has gone in achieving them. These targets 
now, of course, of only academic interest, since to cam m= 
same amount of foreign currency as originally planned, 
exports must expand much more sharply. The export of = 
drink and tobacco has been declining since the first os 
of the year, while the shipment of raw materials wh: 
recovered in July declined once more last month, 
manufactured goods, exports of machinery and vehicles have 
to all intents and purposes been miaintained at their 
levels, though actual exports of each group last month fel] 
below that level. Non-ferrous metal goods and steel many. 
factures are both within reach of their targets, but the other 
groups, especially textiles, have still some way to go, 


The only groups which expanded their exports in August 
were cutlery and implements, electrical goods, 
chemicals and vehicles. The increase in the latter group was 
due mainly to an exceptionally high export value of ships 
to Argentina: exports of motor cars declined sharply on the 
month. Exports to South Africa were considerably reduced 
and those to both the United States and Canada were also 
smaller. But exports to Argentina continued their 
which started in June and last month totalled £6,100,000 
against £3,500,000 in July. 

Imports in August amounted tu £200 million which was 
only £1,700,000 below the June record. Larger quantities of 
meat and buiter were received from New Zealand and of fresh 
fruit and vegetables from Italy. Among raw materials, the 
main increases in supply were raw wool from the southern 
dominions, timber from Finland and Jugoslavia and oilseeds 
from West Africa. There were also much heavier imports 
of jute piece-goods from India. 


* ® * 


Intuitive Price Policy 


The Board of Trade Orders to reduce the maximum 
retail prices of utility clothing, footwear, and household textiles 
come into force on Monday. Even before the devaluation of 
sterling it was impossible to regard this method of reducing 
the cost of living with anything but scepticism. The Economist 
pointed out at the time that costs in the _ industries 
supplying these goods were still tending to rise, and there was 
no evidence that any of the conditions for a real decline in the 
cost of living had been created. This was at a time when the 
Government was still holding to its intention not to devalue 
sterling. The President of the Board of Trade is reported to 
have told the reiail traders, in the course of last month’s 
wrangling over th implementation of the cuts, that his scheme 
was “intended to meet a situation in which a psychological 
hunch must take precedence over scientific data.” This was 
all very well. But it is necessary to recall that this flash of 
intuitive vision was vouchsafed to the Government in July, 
before the Chancellor of the Exchequer took the cure in 
Switzerland. Sir Stafford Cripps told the press this week that 
he changed his mind about devaluation when he reviewed the 
position on his return from Switzerland. 


Where is the “ psychological hunch” now? It is oaly 
Necessary tO mention cotton to show that the hope of keeping 
textile prices down (not to mention reducing them) has be- 
come visibly illusory, In so far as they work ai all, the arbi- 
trary cuts in utility textile prices will widen the artificial price 
gap between goods which are officially “essential” and goods 
which are not. This can only tend to make the utility or “ ess°0- 
tial” goods more scarce and the other goods dearer still. By 
exacting from the industries concerned assurances that utility 
production will be fully maintained, the Government is trying 
to stave off these consequences ; but this expedient (again, if it 
works) will restrict the supplies and inflate the costs of export 
trade. 


Any consumers who may still be hoping for a real casing of 
their cost of living through the Government’s intervention 
should note that on Monday, when the utility price cuts come 
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Rayon in your home 


More and more in the modern home, you rely on rayon for beauty and com- 


fort. Rayon by itself, or used with wool, cotton, or silk, provides a host of things 


to delight the house-proud. Rayon goes to make your sheets and pillowslips . . . 


your bedcovers and tablecloths... your curtains and carpets and chaircovers. »}) ia) j 


The complete list is very long, and all the time it grows longer still, as in- 


creasingly the beauty of rayon becomes appreciated, and its versatility realised. 
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THE GREATEST NAME 


Courtaulds Limited, 16 St. Martins-le-Grand, London, E.C.1. 
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A contradiction in terms? Certainly not. Any woman, admiring the 
gleaming surfaces of a range which cooks for twenty guests, is likely 
to call it opulent, and realising how little fuel it uses, will certainly 
call it economical. 

The Advance Cooker No. | provides sufficient hotplate and oven 
space to cater for twenty people—or even thirty with an auxiliary 
oven. It will burn night and day with the minimum of solid fuel, 
replenished only once in twenty-four hours—or twice when using 
coke. Here is a cooker to save time, work, health and temper—the 
Advance Cooker No. 1. Write for folder number 34 which tells you 
all about it. 
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into force, a number of other Orders also come into force 
releasing from price control not only many non-utility textiles 
but also a wide range of goods of a kind which are outside 
the utility schemes. These include many household articles 
in common use. To remove the existing price controls as part 
of a programme for bringing about a more realistic cost-of-living 
structure—particularly if it had been done at a time when the 
state of trade was tending to bring prices down—would have 
been a useful thing. But it has, instead, been timed to coincide 
with the aggravation of the artificiality of prices in the utility 
sector. The President of the Board of Trade was reported 
this week to be “ looking round ” the field of household goods 
to see what further reductions (presumably in utility . prices) 
could be made. In the light of what has gone before, this is not 
good news. . pes 


* * * 


. Shipping and European Payments 


Only brief. mention of the possibilities of increasing 
Britain’s dollar-earning capacity through shipping services was 
made in the joint statement issued after the Washington talks. 
Perhaps it was considered that devaluation would provide the 
answer ; but that remains to be seen. What is certain is that 
the Washington Administration has to use great tact in handling 
shipping problems, since srong pressure groups in Congress 
would like to see the United States support its mercantile 
marine to the limit that subsidies and flag discrimination will 
achieve, 

The report of the Maritime Transport Committee of the 
Organisation for European Economic Co-operation (which was 
prepared at the end of last year, but has only recently been 
published) explains the importance of shipping, as an earner 
of foreign exchange, to the viability of the OEEC countries. 
Before the war the world looked to them for about 60 per cent 
of its tonnage, but in 1947 they showed a net deficit on shipping 
account..of over $300 million. This figure is arrived at pre- 
sumably after taking into account the United Kingdom surplus 
of £24 million (for dry-cargo tonnage only) which was men- 
tioned in the Government White Paper. The participating 
countries forecast that in 1952-53, although there will still be 
a small deficit with the dollar area, they will have an overall 
surplus on shipping account with non-participating countries 
as a whole of more than $250 million. The devaluation of their 
currencies may help further. 


The decline of European earnings from shipping was caused 
mainly by war losses, The participating countries lost over 
22 million tons gross, and the British share of this was 
11,800,000 tons. By the middle of 1948, with new building 
and purchases (for dollars) from the American surplus, passen- 
ger and dry-cargo vessels totalled 24.7 and tankers 7.4 million 
tons gross, compared with 32.8 and 6.9 million tons (including 
German ships) at the end of 1938. The British totals for mid- 
1948 were 12.5 and 3.5 million tons respectively, compared 
with 14.3 and 3.1 million tons at the outbreak of war. The 
report estimates that by mid-1952 the participating countries 
will have 28.5 million tons of passenger and dry-cargo vessels 
and 10.1 million tons gross of tankers at their disposal. Their 
large shipbuilding programme, though it has been criticised in 
America, will thus leave them with fewer dry-cargo vessels 
in 1952 than before the war, although there will be more 
tankers. Moreover, these estimates allow for the minimum 
possible loss through obsolescence and other causes, and 
already more than seven million toms are beyond the age at 
which they would normally be expected to give efficient service. 
Earning capacity depends on quality as well as quantity of 
tonnage. Nor does the availability of tonnage in itself ensure 
maximum earning capacity. As the Maritime Transport Com- 
mittee points out, an essential condition is that the participating 
countries should be able to offer shipping services throughout 
the world, unimpeded by government obstruction or discrimina- 


tion or other measures. This condition of things still appears 
distant. 
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Lord Lyle Fights Back 


Lord Lyle’s vigorous defence of private enterprise in the 
sugar industry was a refreshing reply to the Labour 
Party’s proposals to nationalise sugar refining, Jt wes 
clear, from the moment the challenge was made, that he would 
fight it and have no compromise with it, and last week's 
extraordinary general mecting of Tate & Lyle (which approved 
the resolutions to segregate the assets which are not concerned 
with sugar refining) was a lively and spirited affair, 


Lord Lyle dealt in turn with three charges levelled at the 
company by the nationalisers. First, the charge that the | 
pany is a monopoly is easy to disprove ; it has not so far been 
put forward for investigation by the Monopoly ain 
(which is the natural place where such allegations could 
tested) ; and Lord Lyle stated that the company supplies y 
more than $3 per cent of the sugar consumed in the country, 
The remainder is provided as to 23 per cent by the British 
Sugar Corporation and as to 24 per cent by five other com- 
panies and by imports of refined sugar. Since the price of 
sugar had been kept low, new entrants to the industry had 
not been attracted, though there is nothing to stop them. The 
existence of a price ring in sugar was emphatically denied, On 
the charge that the company received a state subsidy, it was 
admitted that in 1928 the duty on sugar was adjusted to dis- 
courage subsidised imports of refined sugar, and that there 
was a subsidy to beet producers. But Lord Lyle maintained 
that the undertaking of the refiners to keep the price of sugar 
low has been scrupulously kept. If it had not been so, the 
remedy lay in the hands of the Chancellor of the Exchequer. 


On the third issue of profits, Lord Lyle declared that the 
profits of the group might be largely in total, but that they mea- 
sured its efficiency ; he was not ashamed of them, and he hotly 
denied that they entailed any exploiting of the consumer. Net 
dividends in 1948-9 represented only 0.7 per cent of turnover 
or the equivalent of one-twenty-cighth of a penny per pound 
of sugar sold. The average consumption of sugar per head 
is 85 pounds a year, so that each consumer contributes about 
3d. each year to the owners of the capital employed in the 
sugar refining industry. Lord Lyle is certainly entitled, on 






such figures, to his doubts whether sugar could be refined as | 


cheaply if the industry were nationalised, though, as he recog- 
nised, inadequate compensation could be used to reduce the 
industry’s capital charges below a fair and economic level. 


* . + 


Anti-Climax in Barcelona Traction 


The application brought in the Vacation Court by minority | 


holders of the Prior Lien bonds of Barcelona Traction for an 
interlocutary injunction to restrain the London Committee of 


Prior Lien bondholders, purporting to represent the whole of | 


this class of bondholders in the bankruptcy proceedings against 
the company in Spain, has been dismissed by Mr Justice 


Devlin. The reasons for the judgment make it clear, first, that © 


the minority bondholders may by other means still achieve 
their avowed object of setting aside the appointment of syndicos 
which duly took place this week. In fact Mr Justice Devlin 
was of the opinion that the plaintiffs’ delay in taking steps to 


stop the intervention of the London Committee as representing - 
the Prior Lien bondholders could be attributed to their aware- © 


ness that it lay in the power of the receiver appointed in 
Canada to represent this and any other objection to the Spanish 
courts. Moreover, to grant the injunction would be tantamount 
to setting aside a judgment of the Spanish courts, an action 
which His Lordship held would be quite unprecedented. 
Further in his view there was a strong case for believing that 
individual creditors of the company could appear at the bank- 
ruptcy proceedings. On the other points brought up in the 
case the judgment points out that it would be difficult for the 


syndicos to sell the assets of Barcelona Traction at anything 


very substantially below their true value, and at any rate the : 


proceeds should be sufficient to provide all the plaintiffs require 
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Above is based upon 
report in London 
“* Evening News,” 
18/2/49. 






Shortage of police man-power is likely to be a major 
problem for many years to come. It is unfortunate, 
therefore, that thousands of police must daily be 
employed on traflic control duties, 

Anything which will assist in putting them back on 
the beat is playing its part in beating the present 
crime wave. ELECTRO-MATIC VEHICLE- 
ACTUATED SIGNALS are already doing this at 
thousands of busy (and not so busy) traffic inter- 
sections up and down the country. 

Have you considered them in relation to the man- 
INSTALL power problems in your area ? 


and put the Police 
| back on the beat 


AUTOMATIC TELEPHONE & ELECTRIC CO. LTD. Melbourne House, Aldwych, 
London, W.C.2 Phone: TEMple Bar 4506 Grams: Strowger, Estrand, London 
Strowger Works, Liverpool, 7 












LECTRO-MATIC 
curo SIGNALS 
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Invitation 


First consult Catesbys for complete modern 
Office Furnishings. A new Board Room—a 
whole new Office or a single item come alike 
j to us. We aim at efficiency and atmosphere 
in Office furnishing — harmonious to the 
successful profession or business, and we invite 


your enquiries to our Director of Contracts. 









With the opening of the new Shell 
Chemical Plant at Stanlow, a wide range 
of industrial solvents and other chemicals 
vital to industry can now be derived from 
petroleum from sterling sources. 
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Your enquiries for floor-coverings, and 


for any assistance are cordially invited. 


CATESB Y Sune 


64/67 TOTTENHAM COURT ROAD, LONDON, W.1 
Our only address Tel: Museum 7777 





thank Shell Chemicals 





Immediately, supplies to British industry will be 
increased. Immediately, dollar expenditure on 
such products is saved. And the export of 
these products will help to earn further 

foreign exchange. For another milestone 

on Britain’s road to recovery 
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in damages. Mr. Justice Devlin saw no danger in the interests 
of the Prior Lien bondholders being depleted. 

The attempt of minority prior lien bondholders to set aside 
the bankruptcy and prevent the majority from obtaining 
control of the company now shifts to Spain, The recent case 
in London has merely brought into the open long harboured 
accusations against the majority of the Prior Lien bondholders, 
of whom Senor Juan March is the most prominent figure, But 
it would be less than just not to state that time was not found 
in the crammed programme of the Vacation Court for the 
defendants in the recent action to reply to the charges laid 
against them both in the affidavits and the evidence. 


x x x 


Furness Withy’s Future Finance 


Although he gives full recognition to the Government’s 
action in decontrolling freight rates last December, Sir Ernest 
H. Murrant, chairman of Furness Withy, emphasises in his 
annual statement that a further measure of liberation is still 
needed. He declares that the continuance of bulk buying and 
the chartering of tonnage by Government departments are pre- 
venting the shipping industry from making its maximum con- 
tribution to the national benefit. There are, of course, other 
problems which confront the industry. Sir Ernest cited the 
familiar difficulties of delays in port and labour disputes as two 
examples. He calculated that whereas in the year 1938-39 the 
average time spent at sea by the fleet of the Furness Withy 
group was 195 days compared with 170 days in port, in the 
past twelve months the figures were 164 days at sea and 201 
in port. Last year, 750 working days were lost—the equivalent 
of laying up two ships with full crews on board for 12 months. 

No end appears to be in sight to the rise in building costs. 
Sir Ernest’s statement shows that the cost of the thirteen ships 
under construction for the group at the end of April had then 
exceeded the contract prices by £825,986 and the increases were 
still going on. The provision of funds from the group’s own 
resources to finance its building programme may soon be a 
problem—evidently it has already become a problem for one 
subsidiary during 1948-49. Although the group’s net liquid 
funds amounted to approximately {114 million at April 30, 
1949, its net liquid assets had been reduced to £2,405,344. 
Capital expenditure was very heavy last year. After providing 
£2,112,100 for depreciation, the written-down value of the fleet 
plus payments on account for tonnage building was increased 
from £12,420,651 to £16,503,753 on the year. Future com- 
mitments appear to be equally heavy, since outstanding con- 
tracts for new vessels at April 30, 1949, amounted to £8,312,576. 

Patently, the capacity of the group to meet this expenditure 
without recourse to outside finance depends primarily on the 
trend of earnings. Here the prospect seems to be deteriorating. 
Trading profit declined slightly from £4,341,761 to £4.236,563 
in the past year. The group's trade—and the country’s shipping 
earnings—have been particularly affected by the fall in traffic 
and the diversion of business to Canada as a result of the 
changed status of Newfoundland. Some compensation has 
been obtained from the earnings of new vessels commissioned 
during the year—the Pacific Unity among others—and 2! 
months’ profits from the reconditioned Queen of Bermuda. The 
flow of Marshall Aid supplies has also been a relieving factor 
but United States shipping has been the chief beneficiary in 
this trade. Furness Withy should however be well placed to 
participate in the increased traffic to the United States which 
should follow the devaluation of the pound. 


* * * 


SMT Preference Repayment 


Holders of the 6} per cent preference stock of Scottish 
Motor Traction have not been deterred by the effect of the 
recent House of Lords judgment in the Wilsons and Clyde 
Coal case nor by the weight of legal opinion against them in 
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pressing their claim for a repayment of their stock above Par 
Nor, despite the passing of resolutions by ordinary sha 
at an extraordinary meeting in Edinburgh on September 16th 
which inter alia approved the repayment, is the attempt 

at an end. They will have a final opportunity of op e 
the repayment when it comes up for court sanction. But at 
any rate their attempt to prevent the meeting of ordj 
Shareholders by applying to the Court of Session for an 
interdict on the grounds they had not received proxies to 
attend the meeting came to nothing. 


The repayment of the preference capital of SMT is part 
of the company’s capital reorganisation scheme, details of which 
were given in the September 3rd issue of The Economist, 
This scheme was approved at the meeting on a card yote 
showing an overwhelming majority of shareholders in favour 
afte: it had failed to be passed on a show of hands. The 
Transport Commission did not exercise its right to vote on 
the four resolutions put forward. Scottish Motor Traction has 
now become a holding company. After the necessary court 
approval for the reduction of capital there will be a distriby- 
tion of £8,047,836 3 per cent Transport Stock, 1968-73 (te- 
ceived in payment for the assets acquired by the Transport 
Commission), in the form of a payment of £4 (nominal) for 
every §s. ordinary stock unit held. Thereafter the principal 
assets will consist of two operating companies—SMT Sales and 
Service, which has taken over the SMT department previously 
engaged in the selling and service of motor vehicles, and 
Scottish Midland Guarantee Trust, a hire-purchase concern. 
It was stated at the meeting that the profits of SMT Sales and 
Service for the period April 9, 1949, to September 30th were 
less than the profits of the department for the corresponding 
period of the previous year. It is estimated that in a full twelve 
months’ trading period the combined profits of the two 
operating companies would amount to approximately £140,000. 
In addition the holding company will have a small return 
from sundry investments. 


Shorter Notes 


The valuation of an additional 160 gas stocks has beea 
announced this week. Compensation will be in the form of 3 
per cent Gas Stock 1990-95 issued at par—as for the securities 
already valued—bur the date of conversion into Gas Stock ig 
this instance has been postponed until a date after October 31st 
next still to be fixed. This is the first batch of previously “une 
valued securities” under the Act for which the date of con- 
version has not yet synchronised with the date of valuation, 
Until conversion the securities will remain in the classification 
of “unvalued securities.” Gas Stock is at present quoted at 
gol. 


* x * 


The Mond Nickel Company Limited states that its prices 
for nickel are now, in the UK: £321 10s per ton delivered 
works ; on the Continent: £325 per ton c.i.f. Continental port. 


* * * 


Coal output last week was 4,229,100 tons, 8,400 tons less 
than in the preceding week. It is estimated that the strike 
among Scottish miners has caused a loss of 31,300 tons of coal. 
Output for the first 37 weeks of the year was 150,243,600 tons, 
compared with 146,363,100 tons in the first 37 weeks of 1948. 


* * * 


Mr. A. L. F. Green is to retire from the position of general 
secretary of the Stock Exchange Council after twenty years 
valuable service. His successor is to be Mr C. D. Morley, who 
has been assistant secretary of the Share and Loan Department 


since 1936. Mr Green was entertained at luacheon by the 


Council this week on his retirement. 


(OST AEN hs 
DRE Nita ie tinge ae ow 





for 
ipal 
and 
sly 


ag aeF Bg. 


wo 


rn 


SR ee a a ey eae. 





wi: 
PMS ii 


THE ECONOMIST, September 24, 1949 





A Buyers’ Market 


Many SUCCESSFUL EXPORTERS rely on Lloyds Bank for 
the essential data on which to plan their overseas selling 
and marketing campaigns. The information services of 
Lioyds Bank are comprehensive and authoritative. The 
manager of any branch will be glad to make them 


available to you. 


Let LLOYDS BANK 


look after your interests 


in AUSTRALIA 


Expanding industrial development creates 
trade opportunities and an ever-widening 
field for employment. Informative “Blue 
Booklets” describing the Australian economy 
are published by the Bank of New South 
Wales and may be obtained, free, from your 
Bankers or direct from— 


BANK OF 
NEW SOUTH WALES 


(Incorporated In New South Woles with limited liobility) 


LONDON OFFICES: 
29 Threadneedie Street, E.C.2 
47 Berkeley Squore, W.! 











x 
The 


STANDARD LIFE. 
ASSURANCE COMPANY 


for Mutual Assurance 


Established 1825 Assets exceed £63,000,008 
There are few better medium term investments than | 
a sixteen year endownment assurance with profits. 
e.g. LIFE AGED 44 NEXT BIRTHDAY 


Endowment Assurance for £10,000 maturing in 16 years, 


Annual Premium ... ome on wis : £684 3 4 
Less Income Tax Rebate (subject to current 

legislation) = oe 123 3 0 

fs6r 0 4 

eee 


Sum assured payable at end of 16 years ... £10,000 0 © 
Bonuses (assuming continuance of current rates: 
this is not guaranteed) ... wae bie «+ 2,650 © 
£12,650 © 
Cost (net) 16 premiums... 2, eee nes, 8QTG OF 


Profit al al oe x sia .-. £3,673 14 





win o'o 





An enquiry will bring full particulars 
Head Office: 3 George Street, Edinburgh 


London Offices: 3 Abchurch Yard, Cannon Street, E.C.4, 
tca Pall Mall, S.W.1 
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Not so funny 


for Mr. Nash! 


Mr. Nash's sudden transform- 
ation from a dignified business 
man to a sprawling figure of ©: 
waving arms and legs struck 
some passers-by as funny. But 
when he was helped to an ambulance with an injured back and head. 
tt E2>m ne Mir. Nash could hardly be blamed if he did not 
" 226 O share the joke. He was unable to work for 
ad many months, while expenses mounted. Yet 
.. 2 he was able to convalesce with an easy mind, 
« for under his ‘General’ Personal Accident 

Policy he received £10 a week until he was fit. 








Cha eet ee es uk cod diitaaa te oleae eo out 

to wa meane to your 

Peace of mind sre Saemnr ve exlabaud Sibi dover? It's worth while 
more about this and other benefits of the 


costs very little “Geant Personal Accident Pelicies—just send 
pale 


General 


General Buildings, 
Perth, Scotland 
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THE BROKEN HILL CORPORATION 
LIMITED 


tA 





EXCHANGE OF REDEEMABLE PREFERENCE STOCK IN 
THE BROKEN HILL CORPORATION LIMITED FOR 
PREFERENCE SHARES IN THE CONSOLIDATED ZINC 
CORPORATION LIMITED 
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Extracts from an Offer by The Consolidated Zinc Corporation Limited to Preference Stockholders 
of The Broken Hill Corporation Limited, and from an accompanying letter from the Secretary of 
. The Consolidated Zinc Corporation Limited. 





When in 1947 The Broken Hill Corporation Limited was formed as a subsidiary of The Zinc Corporation 
Limited, it was hoped that it would provide a satisfactory means of dealing with many of the problems of finance, 
control, and management which were outside the scope of the main business of The Zinc Corporation Limited, 
namely, the operation of its mining and treatment plants at Broken Hill. It was not, however, at that time expected 
that an opportunity would occur so soon to acquire the Ordinary Share Capital of Imperial Smelting Corporation 
Limited, and the Preference and Ordinary Share Capital of Sulphide Corporation Limited. 


The acquisition of these interests with their widely divergent activities has emphasized the need for simplifica- 
tion in the control and management of The Zinc Corporation Limited, and its group of companies situated both 
in the United Kingdom and Australia. The Consolidated Zinc Corporation Limited was accordingly formed for 
the purpose of effecting a general scheme of consolidation of this group. 


Pursuant to an Offer made on the I4th March, 1949, the Consolidated Zinc Corporation has acquired the 
whole of the issued stock and shares of The Zinc Corporation Limited, in exchange for shares in The Consolidated 
Zine Corporation Limited credited as fully paid. 


In the terms of a Prospectus dated 27th May, 1949, the Consolidated Zinc Corporation issued for cash 2,500,000 
4} per cent. Cumulative Preference Shares of £1 each at par. 


In completion of the scheme of consolidation outlined in the Offer dated |4th March, 1949, made to Members 
of The Zinc Corporation Limited, it has now been decided to proceed with the third and final stage, namely, the 
Exchange of the Preference Stock in the Broken Hill Corporation for Preference Shares in the Consolidated Zinc 
Corporation. 


Accordingly, The Consolidated Zinc Corporation Limited is now aes Preference Share of £1, together 
with a cash payment of Is., in exchange for every £1 of Preference Stock in The Broken Hill Corporation Limited, 
such exchange being on the terms fully set out in the Offer. 


Subject to this Offer becoming unconditional, the Directors of The Broken Hill Corporation Limited propose 
to pay on the 2nd January, 1950, to Preference Stockholders registered on the date the Offer becomes unconditional, 
the half-yearly dividend (less U.K. Income Tax) on the 4} per cent. Redeemable Cumulative Preference Stock of 
the Broken Hill Corporation in respect of the period Ist July, 1949, to 3lst December, 1949. The Preference 
Shares of the Consolidated Zinc Corporation to be issued in pursuance of this Offer will rank for dividend on the 
full nominal amount thereof as on and from Ist January, 1950. 


It is proposed to apply to the Council of The Stock Exchange, London, and to the Stock Exchanges at Adelaide, 
Melbourne and Sydney for permission to deal in and for quotation for the Preference Shares of the Corporation 
to be allotted credited as fully paid in pursuance of this Offer upon such shares being so allotted. 


Subject to the present Offer being accepted in full, the issued and paid-up capital of the Consolidated Zinc 
eeeaeten will be £11,024,573, divided into 4,476,626 44 per cent. Cumulative Preference Shares of £1 each and 
6,547,947 Ordinary Shares of £1 each. : 


This Offer is conditional upon a 90-per-cent. acceptance or such lower percentage as The Consolidated Zinc 
Corporation Limited may accept as sufficient, and will, if accepted in full, make the Broken Hil! Corporation a 
wholly-owned subsidiary of the Consolidated Zinc Corporation ; the Directors have no intention of liquidating 
The Broken Hill Corporation Limited. 


The dividend dates of both securities are identical, and gross income will be unaffected by the Exchange. The 
average annual profits for the last ten years of the Companies which now comprise the Consolidated Zinc 
Corporation group are sufficient to cover the Preference Dividend requirements of the Consolidated Zinc 


Corporation nearly 5 times, while the combined net assets of the group provide capital cover on the Preference 
Shares of approximately 2.4 times. . 


Copies of the full Offer and Appendix thereto can be obtained during usual business hours from Central 
Registration Limited, 8, Basinghall Street, London, E.C.2. 
























a ae 








=> ps = 


Se a i eee ee ae 





$ 


Reena US 


_ JHE ECONOMIST, September 24, 1949 
COMPANY MEETINGS 





THE DISTILLERS COMPANY, LIMITED 


FINANCIAL STRENGTH OF THE ORGANISATION 
PROPOSED REORGANISATION OF CAPITAL STRUCTURE 


SCOTCH WHISKY SUPREMACY THREATENED BY HEAVY DUTY 


HOME DEMANDS AGAIN SUBORDINATED TO EXPORTS 
MR H. J. ROSS’S REVIEW OF EXTENSIVE ACTIVITIES 


The seventy-second annual general meet- 


‘ing of the company was held in the North 
' British Station Hotel, Edinburgh, on Friday, 


September 16, 1949, when the chairman, 


' Mr H. J. Ross, presided. 


The chairman, in moving the adoption of 


_the report and accounts, said:— 


Once again I have to open my remarks to 
you on a sad note It was only a year ago 
that Mr John Barr Comets we 
director of John Walker and Sons, of Kii- 
marnock and London, was elevated to a seat 
on the board of the parent company, and not 
Jong afterwards he was stricken with a serious 
iliness from which he succumbed, after a 
very gallant fight, in June of this year. His 
passing is a severe loss to the company. 

Since our last annual meeting, Major Ball, 
D.S.O., M.C., has been appointed a member 
of the management committee, and his 
specialised knowledge of geenens chemicals, 
etc., should prove, and indeed is proving, to 
be a distinct acquisition to the deliberations 
of the committee. 


The addition of three new directors to the 
board also falls to be recorded. These are 
all full ume executives who have grown up 
in the service of our subsidiary companies, 
and whose promotion is the reward of merit. 
They are Messrs S. H. Hastie, E. Stein, and 
W. Walker, whose designations are stated in 
the report, and whose appointments you will 


' be asked to confirm later in the meeting. 


YEAR'S RESULTS 


From the statement of accounts you will 
have noted that, for the year to March 3], 
1949, the manufacturing and trading profits 
of the company and its subsidiary companies, 
including an item of £149,756 for inter- 
company profits in the stock valuations of 
subsidiary companies released during the 
year, amounted to £10,361,857. To this is 
added (1) income from trade investments 
£324,956, (2) income from other investments, 
including British Government _ securities, 
£400,673, and (3) provisions for taxation 
made in previous years not required and 
released £291,094, making the total revenue 
£11,378,580. 


Taxation, under the headings of income 
tax and profits tax, required £5,479,939, and 
after all provisions for depreciation, writings 
off, and allowance for interests of outside 
shareholders in subsidiary companies, the net 
Profit attributable to the Group amounted 
to £4,756,623, as against a corresponding 
figure in the previous year of £5,303,510. 

There was transferred to the general 
reserves of subsidiary companies amounts 
totalling £644,295, and the directors have 
agreed to appropriate £773,754 to general 
reserve, and £275,000 to superannuation 
provident reserve, both in the books of the 
parent company. At the same time, the 
directors agreed to take from investment 
reserve a sum of £100,000, and to apply this 
in reducing the book values of certain invest- 
ments in subsidiary companies. 


At this stage, there was available 
£3,163,574, being sufficient for the dividends 


distributed or recommended, and to increase 
the carry forwards from 3,425,083 ww 
£4,243,398. The latter figure comprises 
1,001,889 by the parent company, and 
3,241,509 in the books of subsidiary 
companies. 


THE DIVIDEND 


The dividend on the ordinary stock in 
respect of the year to March 31, 1949, is 
Is. 11/5d. per unit of 4s, the seme as for 
the previous year. Apart altogether from 
the national policy of restriction of dividends, 
the board has had to have regard to the some- 
what heavy contingent liabilities in respect of 
uncalled capital on investments, and for 
commitments for capital expenditure, all as 
mentioned in the notes attached to the 
accounts. The board deems it desirable to 
mention again that the costs of the expan- 
sion programme will, when completed, prove 
to be in excess of the estimates. 


COMMENTS ON LEGAL BALANCE SHEET ITEMS 


The company’s legal balance sheet calls 
for the following comments : — 

(1) The general capital reserve ts now 
£1,324,098. The increase here is mainly 
attributable to the credit for profits on certain 
investments sold dwring the year. 

(2) The revenue reserves, including un- 

distributed profit, total £14,733,432. 
_ (3) Investments in subsidiary companies 
increased during the year by £598,993. The 
main items contributing to this are as fol- 
lows :— 

(a) The subscription of additional capital 
to one of the subsidiary companies in the 
industrial group towards financing the costs 
of further development of that company. 

(b) The acquisition of the firm of R. G. 
Abercrombie & Company, distillers’ and 
brewers’ engineers, Alloa, and the creation, 
in collaboration with other interests, of a 
subsidiary company with a capital of £25,000, 
of which 80 per cent. is held by The Dis- 
tillers Company, Limited. 

(c) The investment in Uni-Be Bakers 
Supplies, Limited. Here, the capital is 

50,000, of which 60 per cent. is held by 

e Distillers Company, Limited. 

(4) There is a substantial reduction in 
the book value of quoted investments, under 
the heading of “current assets” in the 
balance sheet. Certain holdings of gilt- 
edged securities and equity shares of British 
companies have been sold, mainly to finance 
loans to subsidiary companies for the expan- 
sion programme. ‘The market value of the 
remaining holdings was below book value at 
the date of balance, but, in the case of trade 
investments, there ‘was a very substantial 
surplus over book values, Having regard to 
this, the board did not consider it necessary 
to write down the value of quoted invest- 
ments. 


CONSOLIDATED BALANCE SHEET ITEMS 


Turning now to the consolidated balance 
sheet, it is interesting to note the increases 
in lands and buildings and in plant and 


J y 
£57,000,000 and current liabilities of under 
£,9,800,000, 


It is appropriate to mention that the 
liquidation of W. P. Lowrie & Company, 
Limited, and the transfer of its assets to 
ers: Buchanan & Company, Limited, has 
rought about a reduction of £983,729 in the 
group’s revenue reserves, with a correspond- 
ing imcrease in the group’s capital reserves. 


During the year, the board received an 
actuarial report upon the group superannua- 
tion and provident scheme. ter taking into 
account the income tax position which would 
be applicable if a separate Trust was estab- 
lished, the valuation has disclosed that the 
existing reserves, under this heading, are 
adequate—-in fact there is a surplus. 
board will shortly have under consideration 
the formation of such a Trust to administer 
certain provisions of the scheme. 


RE-ORGANISATION OF CAPITAL STRUCTURE 


In recent years, the stockholders have been 
informed that the board desired to re- 
organise the capital structure of the company, 
at least to some extent, so as to bring the 
issued capital more in line with the assets, 
and with the earnings. The proposal as 
announced—to capitalise £7,512,923 of the 
company’s general revenue reserve, and to 
appropriate this to the ordinary stockholders 
on the register at September 30, 1949, by 
the allotment of one new ordinary share 
(afterwards to be converted into stock) for 
every £2 of ordinary stock held—has received 
the sanction of the Capital Issues Committee 
of the Treasury. Arrangements are being 
made to hold an extraordinary meeting on 
Thursday, November 3, 1949, to consider 
this proposal, as well as one to increase the 
capital of the company from £20,000,000 to 
£35,000,000. 

The transfer of {7,512,923 from the general 
revenue reserve of the parent company leaves 
a substantial figure at credit thereof, and the 
board considers that this, in conjunction with 
the reserves of subsidiary companies, leaves 
the organisation strong and in a position to 
withstand such contingencies as may arise in 
the future. 


WHISKY DISTILLING 


In my statement last year I referred to the 
release of 250,000 tons of cereals to the in- 
dustry for the period to April 30, 1949, and 
for which quantities, licences were issued to 
—— continuity of operations at dis- 
bileries. 


This release was followed in February of 
this year by an allocation of 300,000 tons, 
pa you might say, to the full prewar rate 
of distilling, but to achieve this we were 
obliged to pledge ourselves to still further 
increase our exports of old whisky. 


SCOTCH WHISKY SALES— HOME AND EXPORT 


Reference was also made last year to the 
limited and indeed meagre allocation being 
made available to the home consumer. In 
the year now under review the position has 
not improved. In terms of the arrangement 
with the Ministry of Food which came into 
operation on May 1, 1948, releases for the 
home trade had to be confined to an overall 
figure for the trade of two million proof 
gallons, and, although the official figure of 
releases showed that total to have been con- 
siderably exceeded, our companies faithfully 
observed the arrangement. 


At a meeting with the Ministry of Fdod 
in February, 1949, the necessity for increased 
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home trade supphes was submitted with the 
utmost emphasis. Once again, however, the 
interest of the home market had to be sub- 
merged in the national necessity for increased 
supplies to hard currency export matey and 
for the twelve months ending April 30, 1950, 
home trade releases have again been pegged 
at two million proof gallons. 

I need not reiterate the feelings of the 
board which I expressed to you last year, 
except 0 repeat that it is our aim and desire 
to have the position remedied at the earliest 
possible moment. 


RESULT OF HEAVY DUTY ON TRADE 


The rate of duty remains at the ridiculous 
figure of £10 10s. 10d. per proof gallon. 
Continuance of taxation at this penal rate— 
equal to 24s, 7d. per bottle—coupled with 
the restricted releases already referred to, can 
only result in the strangulation of our home 
trade interests. The representations to the 
Chancellor of the Exchequer made during the 
course of the year must be intensified, not 
only on our part, but by ancillary interests, 
including the consumer public. 

To return to exports, as I think is generally 
well known, the USA and Canada are the 
most important hard currency markets upon 
which we are asked to concentrate our efforts. 
Whilst our group of companies will naturally 
carry out their share of the undertaking made 
between the Ministry of Food and The 
Scotch Whisky Association, it has been im- 
pressed on the Minister that consideration 
must now be given, not only to the long- 
suffering home consumer, but also to cer- 
tain other soft currency markets which have 
been deprived of their ful! requirements for 
years. 

What we must ever impress upon the 
Government of this country is that the Scotch 
whisky industry, and your company in par- 
ticular, has been responsible for creating 2 
world-wide trade in an article the quality of 
which is second to none. The undoubted 
supremacy of Scotch whisky is acknowledged 
everywhere, but continued shortages will 
assuredly open the door to substitutes of one 
kind or another, of which there are many in 
various countries of the worid Particularly 
has this been the case in the home market, 
due largely to the exorbitant rate of duty. 


For economic reasons, certain countries, 
notably the South American Republics, have 
been closed to us as markets for our brands 
of Scotch whisky. 

The arrangement: we have made -o 
endeavour to protect our valuable trade in 
South Africa appear to have excited com- 
ment in some quarters. As you will be aware, 
the South African Government, in the in- 
terests of their internal economy, recently 
prohibited the importation of a long list of 
luxuries, including whisky. 


Our efforts to be allowed to export even 
a token quantity having met with no success, 
we were informed that the only possible way 
in which a resumption of trading might be 
achieved would be for us to agree to leave 
our money in South Africa to be invested in 
Union Government and Municipal securi- 
ties, or other approved investments, for a 
period not yet known 


Naturally, the prospect of tying up our 
resources in such a manner over an indefinite 
period held no particular appeal, but, as 
the only alternative Ieft to us was the prob- 
able loss of what has been for long years a 
most valuable market for Scotch whisky, we 
decided to give this blocked fund system 
trial. The matter was therefore remitted to 
the Bank of England Exchange Control, and 
the necessary permission granted. 


GIN 


I am glad to be able to record once more 
that the demand for the Group’s gin brands 


continues strong—particularly the leaders— 
Gordon’s and Booths, which reflects the 
public’s appreciation of the high standard of 
quality which it is our endeavour always (o 

In addition to the continuing efforts of our 
gin companies to expand exports to hard 
currency markets, we have in the U.S.A. our 
own rectifying plant, where our sales are run- 
ning at a higher level than they have ever 
done and those of our directors and others 
who have recently been in America have 
nothing but praise for the condition and 
operation of our factory at Linden, New 
Jersey. 


vEAST 


Production at the company’s yeast factories 
was at a high level throughout the year, but 
costs have again tended to rise. It is satis- 
factory to record that the Ministry has given 
permission for the erection of the new factory 
at Bristol, and every effort will be made to 
have it in operation within a reasonable 
period. 


The United Yeast Company, Limited and 
its associated companies, who are distributors 
of the company’s yeast to every district of 
the United Kavedocn. no matter how remote, 
as well as engaging in the important business 
of providing most materials used by bakers, 
have well maintained their progressive posi- 
tion with satisfactory results. 


INDUSTRIAL SECTION 


The past year has been a difficult one on 
the industrial side of the company’s business, 
but, on the whole, our combined results 
have been satisfactory. 


The demand for industrial alcohol and 
chemical products has been substantially 
maintained, and I am glad to say that, during 
the course of che first half of 1949, all 
Government controls, which have been in 
force.in respect of most of our manufacturing 
and selling operations during and since the 
war, were removed. 


The world price of one of our important 
raw materials, molasses, fell very sharply at 
the end of last year, so that, notwithstanding 
the necessary liquidation of high-priced 
stocks, the recent purchase at much lower 
prices has enabled us to make substantial 
reductions in selling prices of the materials 
derived therefrom, and thus bring them more 
into line with the increasingly competitive 
conditions following upon the disappearance 
of the sellers’ market. The indications are 
that molasses is likely to remain in free 
supply at reasonable prices for some time to 
come, which will enable us to make further 
reductions as and when the old stocks are 


disposed of. 


The new project at Grangemouth for pro- 
ducing chemicals from petroleum, which de- 
velopment you will recall is being financed 
equally between the Anglo-Iranian Oil Com- 
pany, Limited, and ourselves, is making 
steady progress. Although the rising costs 
of constructional materials and ling delivery 
dates still present serious problems, never- 
theless, every effort is being made to adhere 
= original completion date of January, 


PENICILLIN 


The penicillin factory at Speke has had a 
satisfactory year, and the entire output has 
been fully sold. Plans are now in course of 
execution for considerably increasing the 
existing capacity, having regard to what we 
believe will be the future demand for peni- 
cillin, and also to equip the company with 
the most economic basis of manufacture in 
order to meet increasingly competitive condi- 
tions in world markets. The programme 
also provides for the marketing of new 
materials in the course of next year. 
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PLASTICS 


The plastics industry, as a whole 
fered a sharp set-back during the Herat 
due, in no small measure, to the operation 
of the purchase tax as well as the high cost 
of essential raw materials. In recent months, 
however, the prices of some of these raw 
materisls have eased, and there have been 
sigas of an improvement in demand. In the 
meantime, Our new factory at Barry is vir- 
tually complete, and the gradual transfer of 
manufacturing operations from exist 
oo mee to that centre is now in progress, 

his large and modern unit should enable 
us to achieve further economies in produc- 
tion cost, and also considerably to expand 
and broaden the present range of plastic 
materials. The Geon polyvinyl chloride plant 
at Barty enjoyed a substantial scale of pto- 
duction during the past year, despite the 
general contraction in demand for i 
materials, and the quality of the range of 
products now being marketed by the Geon 
Company has enabied us steadily to increase 
our sales both in the home market and for 
export. 


_ Reference has been made previously to our 
investments in industrial undertakings over- 
seas, particularly in South Africa and Aus- 
tralia. I am glad to say that our trading 
Operations in these countries are showing 
satisfactory results, and we have under con- 
stant review .he broadening of our activities 
to enable our company to participate in the 
growing demand for industrial chemicals, 
which it is felt will arise from the general 
development of those countries. 


Your company is still maintaining an ex- 
tensive research programme, which stock- 
holders will recognise is an essential back- 
ground to the large-scale developments in 
which we are engaged. 


FUTURE PROSPECTS 


The company has not yet benefited from 
the anticipated reasonable return from ex- 
penditure on the major part of the expansion 
scheme, and it may be some time before it 
does ; but it should be remembered that it 
will be necessary to continue, over an ex- 
tended period, the board’s established policy 
of ploughing back a substantial part of the 
profit earned therefrom. In announcing the 
proposal with regard to the alteration in the 
capital structure the board deemed it advis- 
able, therefore, to issue a statement that it 
must not be assumed there would be an 
increase in the amount paid out by way of 
dividend. 

It is satisfactory to note, however, that so 
far as the current year has progressed, the 
profits earned by the company ae wee 
the standard of the year to March 31, 1949, 


STAFF 


It is again a pleasure for me to be able to 
pay tribute to the services of our staff. 
tions with both works and office staffs con- 
tinue to be excellent, and the board’s appre- 
ciation has again been translated into the 
form of a smali monetary bonus, 7} per cent. 
having been paid for the year to March 31, 
1949, as against 5 per cent. for the previous 
year. 

In intimating a repetition of the 7} per 
cent. rate for the current year, it was. 
clear that this is not to be looked upon in any 
way as a permanent addition to either wage 
or salary. In other words, when times are 
good and conditions justify it, the board is 
only too glad to consider rewarding loyal 
and devotion in some practical manner. If, 
on the other hand, we were to run into 3 
depression, with a consequent drop in 
I feel sure we could count on the same loyalty 
and devotion even h no additional 
monetary reward was possible. 


The report was adopted. 
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UNITED DAIRIES, LIMITED 


MULTIFARIOUS OPERATIONS OF THE GROUP 
PROPOSED BONUS ISSUE 
MR. LEONARD MAGGS’S STATEMENT 


The thirty-fourth ordinary general meet- 
ing of United Dairies, Limited, was held on 
September 16th at the Connaught Rooms, 
Great Queen Street. London, W.C., Mr 
Leonard Maggs (chairman and manager 
director) presiding. 


The secretary (Mr Allan Mair, C.A.) read 
the notice convening the meeting and the 
report of the auditors. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended 
March 31, 1949, and was taken as read: — 


I feel it will again be in the interests of 
the many members who are vnable to attend 
the annual general meeting on Septem- 
ber 16th if I circulate my remarks with the 
directors’ report and accounts. 


The accounts do not call for much com- 
ment, as the consolidated statements pub- 
lished give a clear picture of the financial 
position of the whole group. 

It was previously our practice to bring only 
sufficient revenue from the subsidiary com- 
panies into the accounts of the parent com- 
pany to meet the recommended distribution. 
We have now decided that it is desirable, 
after offsetting losses, to bring substantially 
the whole of the year’s profits of the sub- 
sidiaries into the parent company. 


This has no effect on the consolidated 
accounts, but increases the amount of profit 
to be dealt with by United Dairies, Limited. 
Last year £344,005 out of group profits of 
£771,763 was brought inte the parent com- 
pany’s profit and loss account, leav-ng the 
remainder to be added to the balances car- 
ried forward in the subsidiary companies. 


PROVISION FORK TAXATION 


There being no material alteration in the 
basis or rates of taxation this year as com- 
pared with last, the increased provision— 
£1,401,159, compared with £1,012,056— 
appears out of relation to the increase in the 
profits after taxation. This is due to the 
£341,073 provision for deferred repairs hav- 
ing been provided out of taxed income. 


RESERVES 


The following are the reserves of the group 
at March 31, 1949: corresponding figures at 
March 31, 1948, are shown for com- 
parison : — 

1949 et 


ZX 
The share premium 
Sccount - iS wk 1,488.201 1,487,971 
Capital reserves: 
Profits, less losses on 
realisation of: 
Properties... 131,473 113,762 
Investments in sub- 
sidiary companies 99,157 99,157 
Excess profits tax post- 
war refund ......... 3,967 _ 
Revenue reserves: 
General reserve 2,250,000 2,000,000 
Insurance fund .. 100,000 100,000 
Depreciation not re- 
quired on proper- 
ties sold) ......... 29.619 25,956 
Future income tax 956,245 679,675 
Profit and loss ap- 
propriation accounts 2,526,028 2,283,481 


{7,584,690 £6,790,002 . 


It is apparent that the issued capital is out 
of line with the capital actually employed. 
Apart from visible reserves, the industrial 
freehold properties of the group have been 
depreciated since 1931 at 2} per cent. per 
annum on cost: the book value of the free- 
hold properties of the group at £2,926,410 at 
March 31, 1949, represents considerably less 
than present-day real value. 


My predecessor in 1940—the silver jubilee 
year of the company—mentioned that but 
for the war consideration would have been 
given to some correction of the balance 
between issued capital and capital actually 
employed. Since then the position has con- 
tinued to get more and more out of line, and 
your board considers that an attempt should 
now be made to correct it to some extent. 


Application has therefore been made to 
the Capital Issues Committee for consent to 
utilise £1,478,400 out of the share premium 
account of £1,482,387 to make a bonus issue 
of one ordinary share of £1 for each £2 of 
ordinary stock held. 


DEFERRED REPAIRS 


A survey of the repairs necessary to build- 
ings, plant and machinery, fixtures and fit- 
tings, to bring them up to the high stan- 
dard which obtained before the war, has been 
carried out, and the amount estimated to be 
necessary to achieve this, taking account of 
present-day costs, is £1,132,203. The pro- 
vision of £341,073 out of this year’s profits 
brings the fund up to this figure, 


Of the amounts placed to the credit of this 
fund £881,330 has been taken into account 
in providing for excess profits tax. Unless 
expended within the prescribed period this 
amount of the fund would become assessable 
for excess profits tax, but it must be assumed 
that there will be an extension of the period 
because of the national circumstances. 


All the amounts set aside are out of 
income, after payment of Schedule “ D” tax, 
and when expended they will be allowed as 
an expense for that tax. 


The total amount of the fund is tem- 
porarily available as working capital. 


DISPOSAL OF GROSS REVENUE 


The following statement shows, in respect 
to the year ended March 31, 1949, how every 
pound sterling received by the group in 
respect to sales of milk, milk products and 
other products was absorbed: comparative 
figures for the two previous years are also 


shown :— 
1949 1948 1947 
Cost of milk, goods 
for resale, and raw 
materials for pro- 
duction of other 
we P25. ae 14/8} 14/73 14/73 
Salaries and wages... 2/5 2/74 2/54 
Other expenses, in- 
cluding containers, 
depreciation, rents, 
repairs, provision 
for deferred re- 


pairs, tC. 0.2.04... 1/10} 1/10} 1/93 
Taxation ............... /73 /63 /73 
Paid as dividends ... /2 /2 /24 
Retained in business 

for development ... /24 /24 /34 
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This is the picture as regards the whole of 
Tohing only seer Paco desea: 
t siness, but 

including such inseparable subsidiary activi- 
ties as goods purchased for resale in the 
shops, and (in Scotland) the bakeries, the 
results are not so satisfactory, the net retain- 
able profit available for dividends and de- 


velopment being 1.057 per cent. of the turn- 
over. 


MARGINS ON MILK 


I reported to you on the last occasion that 
the distributive industry was pressing the 
Ministry of Food to revise margins to cover 
mcreases in costs over which the trade had 
no control. The Minister awarded an in- 
crease of 4d. per gallon in the retail margin 
in London and of id. per gallon in the 
provinces, effective from October 1, 1948. 


This means that in London we still receive 
only just over 14d. per pint bottle to cover 
processing, wastage, provision of bottles and 
bottling, delivery, collection and cleansing 
of empty bottles, booking up and giving of 
credit, which I am sure could not be con- 
sidered by anyone to be an unduly high 
reward for the service. That it can be done 
for this figure demonstrates beyond all doubt 
the efficiency of the industry. 


MILK SUPPLIES 


During the winter and the early summer, 
supplies of milk increased at a gratifying rate, 
but recent events have served to steady the 
optimists who have been talking of an early 
relaxation of the control of milk sales. 


Those of us concerned with day-to-day 
delivery know how fine is the margin of 
surplus on which we have to work, and I 
am reminded that, in prewar days, it was 
estimated that to ensure a full supply of 
milk for liquid consumption a surplus of 
20 per cent. was necessary in the months of 
lowest production of milk. 


The position of the manufacturer of milk 
products is difficult in existing circumstances 
because he has, at some periods, to run over- 
loaded, and, very soon, is liable to find that 
he has no milk to manufacture. 


This is, to some extent, the normal fate 
of the manufacturer, but one 1948 the 
differences were remarkable: in England and 
Wales 28 million gallons were manufactured 
in May and only 14 million gallons in Se 
tember. In the latter month the adult entitle- 
ment of liquid milk was 2} pints weekly. 


It oe from recent figures (England 
and es) that liquid consumption would 
reach a figure of 117 million gallons monthly 
without control. Last year’s figures showed 
that production exceeded this total only in 
three months of the year. 


MILK (SPECIAL DESIGNATIONS) ACT 


The Milk (Special Designations) Act has 
now been passed into law. Power is con- 
ferred on the Ministry of Food to specify 
areas in which only designated milk can be 
sold. “ Designated milk” includes tuberculin 
tested, pasteurised, sterilised and accredited 
milk. 


Since your companies have been among 
the pioneers of pasteurisation, it is not antici- 
pated that these new requirements will cause 
any difficulty. 


TECHNICAL WORK 


All aspects of our operations are under 
review continually and constant efforts are 
being made to improve the equipment which 
we use and sell, and to avoid all forms of 
wastage. 


We are happy to think that the knowledge 
acquired 1s being put to practical use by our 
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engineering, transport and utensil subsidiary 
companies, the U.D. ineering Company, 
Linuted, Mickleover Transport, Limited, 
and Dairy Supply Company, Limited. 


DEVELOPMENT 


The Standard Yeast Company, Limited. 
—Since my last report to you the company 
has acquired the whole of the shareholding 
in this concern, with its subsidiary com- 
panies, the London Yeast Company, Limited, 
the Bakers’ Economical Supply Service, 
Limited, and the Devondale Preserve Com- 
pany, Limited. 

This group manufactures and distributes 
yeast, and to a small extent preserves 5 they 
are also large distributors of the very many 
commodities required by bakers. 

Their present yeast-producing factory at 
Chiswick is too small for their present needs, 
and it is planned to erect a modern yeast- 
producing factory at Harwich which, when 
in operation is expected to produce yeast of 
better quality and more cheaply than under 
present conditions. 

This investment is expected to add further 
to the earning capacity of the group in con- 
nection with activities other than milk. 


AUSTRALIA AND NEW ZEALAND 


Australia—I reported to you last year our 
development scheme in Australia, and I am 
glad to say that a company has now been 
registered under the utl * British United 
Dairies, Proprietary, Limited, and is already 
in the process of equipping two of the four 
factories for the reception of whole milk 
instead of farm-separated cream, and for the 
manufacture of milk powder in addition to 
butter. It is hoped that these factories will 
commence operations some time during the 
coming Australian season. 

Plans are also in hand for the erection of 
a new factory, to be equipped to manufac- 
ture condensed milk, milk powder and 
butter. 

New Zealand.—On the last occasion I 
reported to you that our New Zealand com- 
pany, Dairy Products, Limited, had just 
started to operate a new factory at Kapuni, 
in the Taranaki district of the North Island. 
I am glad to say that this has an 
unqualified success, and the results of the 
first full year’s working are most gratifying. 


APPRECIATION OF THE STAFF 


In conclusion, I should like to take this 
opportunity of expressing the thanks of the 
board, and I am sure I may include the 
shareholders, to the officers and staff of the 
company for their services during the past 
year. 

The report and accounts were unanimously 
adopted and the final dividend on the ordi- 
nary stock at the rate of 10 per cent. actual, 
less tax, makine 15 per cent. for the year, 
was approved. 

The remuneration of the auditors, Messrs 
Peat, Marwick, Mitchell and Company, was 
fixed. 

Special resoiutions were also passed in- 
creasing the capital of the company to 
£9,000,000 by the creation of one million 
shares of £1 each, capitalising the sum of 
£1,478,400, part of the share premium 
account, and distributing the _ resultant 
ordinary shares of £1 each to the existing 
ordinary stockholders in the proportion of 
one share for every £2 stock held. 

The proceedings terminated with a vote 
ae to the chairman, directors and 


BRITISH GLUES AND 
CHEMICALS, LIMITED 


MR ROGER DUNCALFE’S QUIET 
CONFIDENCE 

The twenty-ninth annual general meeting 
of British Glues aud Chemicals, Limited, 
was held in London on September 2lst. 
Opening his review, Mr Roger Duncalfe, 
remarked that in spite of more difficult trading 
conditions the results presented were not 
dissimilar to those of the preceding year. 

Consolidated profit, after full taxation pro- 
vision, was £106,418 (against £113,606). 
With amounts brought in, the total available 
for appropriation was £222,488 (£211,249). 
Appropriations were: £100,000 to con- 
tingency reserve (making it £200,000) and 
£30,000 on replacement reserve (making it 
£110,000), leaving £92,488 profit available 
for distribution. Net dividends of 10 per 
cent on the preference stock and 25 per cent 
on the ordinary stock absorbed £52,937, 
leaving £39,551 to be carried forward. 

rapt the consolidated balance sheet, 
Mr Duncalfe pointed out that current asseis, 
at £1,127,504, exceeded current liabilities by 
nearly half a million sterling. Revenue 
reserves and surplus, apart from reserve for 
future income tax, were about £500,000, as 
compared with £370,000 a year ago—a source 
of satisfaction at a time when more dificult 
trading conditions were expected. 


PRODUCTION AND SALES 


After referring to the more difficult trading 
conditions experienced by the Canadian sub- 
sidiaries, Mr Duncalfe continued : 

Group turnover approximated closely to 
that of the previous year We have borne in 
mind Government policy in regard to prices 
and personal incomes and have made price 
reductions where possible. 

Our technical department has contributed 
notably to progress during the year. Our 
gelatine works has fully maintained its posi- 
tion as a leading supplier to the photographic, 
pharmaceutical and food industries. During 
the year we have made available to industrial 
users several new grades of specialised 
adhesives. 

Our agricultural business continues to 
expand in that section which caters for the 
effective mineral nutrition of farm livestock. 

During the year we have strengthened our 
export drive and our representatives have 
travelled far and wide, and had it not been 
for restrictions Our export turn- 
over would have been much higher. 


PERSONNEL AND THE FUTURE 


We have a most excellent team, who gain 
inspiration and power from the leadership of 
our managing director, Mr Harold J. Cotes. 
I express to them all sincere thanks for their 
unfailing support. On May 5, 1949, your 
board appointed Mr I. H, Chayen, who has 
given outstanding service as technical direc- 
tor, to be assistant managing director, and 
we look forward to a continuation of his 
able service over many years. 

As to the future, I do not anticipate an 
easy year, but we have started it reasonably 
well; our group’s increased manufacturing 
capacity is for essential goods needed both at 
home and in many lands overseas, and our 
stocks are comparatively low. The develop- 
ment of our full manufacturing potential 
must to some extent depend on the upward 
movement of world trade, which in turn 1s 
dependent upon the freeing of currency and 
trade and the restoration of confidence which 
greater political stability would bring. On 
the other hand, our sales development cam- 
paign, particularly for our new products, is 
meeting with an encouraging response. I 
have already spoken of the reserves we have 
built up to meet adverse circumstances should 
they arise. On the whole, I feel that, unless 
conditions throughout the world suffer too 
severe a setback, we can face the future with 
quiet confidence. 
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AMALGAMATED BA 
AREAS LIMITED Se 


GOOD DEVELOPMENT RESU LTs 


The thirteenth annual general : 
Amalgamated Banket hone Li nised 
held on ree 16th in London Maion 
General W. Richards, CB,’ CBE 
chairman of the company, presiding. . 

The chairman addressi Meeting 
said :— ay 

Members will shortly be asked to 
terms of an tion with Gold 
Banket Areas, Limited, and South 
Areas, Limited, and the acquisition of certain 
mining concessions from Banket 
Limited. Goldtieks, 

The following is an extract from the 
statement of the chairman :—It js my sad 
duty to record the death on Augusc 16, 1949 
of Mr H. G. Latilla, the chairman of the 
company. Mr Latilla was responsible for 
the formation of our company back in 1935 
and he has been on the board of directors 
continually from that date. 

Turning to the mining operations, it is 
pleasing to record that 404,813 tons of ore 
were treated in the mill. One month’s 
milling having beea lost (October, 1947) due 
to a strike of the African employees, this 
represents a monthly average of 36,801 
as compared with an average of 30,233 for 
the previous year. 

Our ore reserves are reasonably Strong and 
with a proved tonnage of 1,126,489 tons of 
5.57 dwts ore underground and 2,613,639 
tons of 2.08 dwts ore in the shallow Pepe 
areas, we have over seven years’ ore developed 
ahead of the mill at the current rate of pro- 
duction. During the year under review the 
good development results reported last year 
were continued. 

The report was adopted. 


A. C. COSSOR, LIMITED 


NEW RANGE OF PRODUCTS 

The eleventh annual mecting of A. C, 
Cossor Limited was held on September 22nd 
in London, Lord Burghley, K.C.MG. 
(chairman) presiding. 

The following are extracts from his circu- 
lated statement : 

The bulk of the group’s loss was due to the 
provision we have had to make against our 
investment in our valve-making subsidiary, 
Electronic Tubes Limited. We have since 
succeeded in disposing of our interests on 
satisfactory terms and beneficial arrange- 
ments have been made whereby we shall still 
draw our supplies from this company. By 
this transaction our main source of loss has 
been stopped. 

Cossor Radar Limited’s factory at Chad- 
derton, which was proving so costly, has been 
closed and the work transferred to our 
Highbury factory, the benefits of which will 
be fully felt in the year now in progress. 

It became apparent during the year that the 
slump in the radio industry was not passing 
away; we therefore took effective measures 
to move our stock by making substantial price 
reductions. In - : ea 
a S$ we prepared a determined attack 
SP casax markets. Models were designed 
which were very well received when shown 
overseas and large orders placed, but every 
seat pelncigel neniapn aes tue 

ernments concerned. 

For the home market we have designed and 
put into production a new range of radio and 
television models which we are confident will 
improve our position. | Our marine radar 
eee continues in the —, and is 
being fitted in gratifying numbers. 

I think that I am safe in saying that the 


worst is behind us. We have made careful: 


plans for the current year, which are estimated 


to result in profit on trading. 


The report was adopted. 
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WATNEY COMBE REID 
& COMPANY, LIMITED 


HIGHEST QUALITY PRODUCTS 


The ordinary gencral meeting of Watney 
Combe Reid & Co., Limited, was held on 
September 22nd in London. 


The following is an extract from the circu- 
lated statement of Major A. C. Bonsor 
(chairman of the company) :— 

In my statement to the stockholders last 
year I referred to the growing signs of re- 
juctance on the part of the public to pay the 
high price for beer necessitated by the then 
existing rate of duty. 


During the year that has since elapsed that 
disinclination became increasingly pronounced 
io such an extent that in the Budget in April 
the Chancellor of the Exchequer reduced the 
price of beer by Id. a pint. 

The decline due to high price was thereby 
slightly alleviated, but this was very largely 
offset by the deterioration in the economic 
situation, with the result that the expected 
improvement in trade did not materialise. 
This continued falling off in trade has un- 
doubtedly been more severe in the southern 
half of the country and has persisted despite 
the abnormally favourable weather which has 
been experienced for so long this year. 


Whereas the reduction of Id. a pint brought 
a small measure of relief to the consumer, it 
was imposed in such a way as to leave an 
additional burden of 3s. a barrel to be found 
by brewers, in addition to their loss repre- 
sented by the higher duty paid on stocks in 


AN UNQUESTIONABLE DEMAND 


I still think that much more will have to be 
done in the way of reduction of beer duty 
before there is a noticeable response by the 
consumer. There is unquestionably a demand 
for better and stronger beer at a price which 
the public, having regard to other factors in 
the economic situation, can afford, and that 
: not possibJe while duty stands at its present 

vel. 


Meanwhile, with the cost of materials still 
rising and working expenses proportionately 
higher owing to reduction in turnover, I 
foresee that the expectation of lower profits is 
inevitable. 

Profit on trading at £1,253,928, a decrease 
of £406,949, shows the result of the conditions 
to which I have alluded above. 


We are satisfied that the products we are 
able to offer are of the highest possible quality 
under the limitations imposed on us. 


Grants of licences for repairs and decora- 
tions have been more easily obtainable, and 
considerable headway has been made in 
restoring our houses to their pre-war condition. 


The report was adopted. 
NOTICES 


CENTRAL OFFICE OF INFORMATION 


Applications are invited for the post of economic and _ political 
editor in London for newsfeature language weeklies published in 
Moscow and Warsaw. Good academic qualifications in economics, 
and an appreciation of the special considerations to be borne in mind ue 
in addressing the audience concerned, are required. A 
and briefing economic and political writers of high 
ondon editors on these topics and selecting material 


include contactin 
calibre, advising 
from British publications for reproduction. 
lemporary Higher Executive Officer, 
Female, £550 to £675 


Written applications giving date of birth, full details of qualifica- 
tions and experience, including dates, should be addressed to London 
Appointments Officer, anlar? of Labour and National Service, 1-6, 


Tavistock Square, London, 
Original references must not be 
Selected for interview will be advised. 


(SoURTAULDS LIMITED require an Assistant for their Tariffs 

Candidates should have pre- 
rst-class Honours degree. A high standard of ability and 
r is essential, and a reading knowledge of languages 
Candidates should write for a detailed 


and otas Section in London. 


eee on pa 
useful. Age limit 22-27 years. 


form of application to the Director of Personnel, Courtaulds Limited, 
16, St. Martin’s-le-Grand, London, E.C.1, 
number A.49. 


salary: 


quoting 


SCRIBBANS-KEMP, 
LIMITED 


NARROWING PROFIT MARGINS 


The twenty-second annual meeting of 
Scribbans-Kemp, Limited, was held on 
September 21st in London, Mr H. Oliver- 
King (chairman and managing director) 
presiding. 

The following are extracts trom the chair- 
man’s circulated statement :— 

The aggregate profit shown by the consoli- 
dated profit and loss account is a satisfactory 
one, but this profit is the total of profits from 
a group of companies whose main concern 
includes such a variety of interests as retail 
stores, tea, transport and the manufacture of 
cakes and biscuits. It has been the policy 
of the board for some years to broaden the 
base of this business, and as far as possible 
we are taking care that your profits are drawn 
from a variety of interests, which should spread 
the commercial risk and tend towards stability. 
_ While in the aggregate the profits show an 
increase on last year, we are experiencing a 
general narrowing of the profit margins in all 
our companies, with the result that profits 
tend to be lower. There has, however, been 
no decrease in the turnover, nor has there been 
any Asa of the demand for our products. 
This state of affairs is likely to continue while 
there is the present shortage of raw materials. 

As regards our own food manufacturing 
companies, their production is still limited by 
shortages in many materials. 

Group reserves total £3,446,284, which is 
a satisfactory position. 

While I cannot, of course, forecast the future, 
subject to this restriction the “ trade winds ” 
appear to be set reasonably fair. 

The report was adopted and the interim 
dividends, totalling 7 per cent., less tax, on 
the ordinary shares and 19 5/6 per cent. on 
the deferred shares, less tax, were confirmed. 





BRITISH BORNEO TIMBER 
COMPANY, LIMITED 


The twenty-ninth annual general meeting 
of the British Borneo Timber Company, 
Limited, was held on September 22nd in 
London, Mr H. W. Horner, A.C.A. (the 
chairman), presiding. 

The following is an extract from his 
circulated address : — 

The directors are glad to be able to present 
to you accounts which show results suffi- 
ciently satisfactory to warrant, in their 
opinion, the resumption of dividends, thus 
realising the hope expressed in my address 
to you last year, and we recommend a divi- 
dend at the rate of 8 per cent., less tax. 

Despite the great progress made since the 
company recommenced business in 1946, we 
have not yet attained the volume of produc- 
tion which we achieved in the years prior to 
the Japanese invasion. No effort has been 


control have impeded us. 
rehabilitation and development continue and 
are likely to make heavy demands. on our 
financial resources. 
now assuming substantial proportions and, as 
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spared to obtain the maximum _ production 
practicable, but circumstances beyond our 
Our plans for 


These, fortumately, are 


you will observe, are largely in the form of 
ready cash. 


_We are maintaining steady sales of 
limber in two of cur most important 
markets, the United Kingdom and 


Australia, the results im the © lawer 
market having been particularly gratifying. 
The markets in Shanghai and, to a lesser 
extent, in Hongkong, have been adversely 
affected by recent political developments in 
China. The general demand for timber, 
however, remains strong, although margins 
of profit are tending downwards, and we 
have every reason to hope that results for 
the current year will be satisfactory. 
The report and accounts were adopted. 


HACKBRIDGE CABLE 
HOLDINGS 


A SUCCESSFUL FIRST YEAR 


The first annual general meeting of Hack- 
bridge Cable Holdings, Limited, was held on 
September 21st, in London, Mr C. J. Steen, 
the deputy chairman, presiding in the absence 
through indisposition of the chairman and 
managing director, Mr C. W. Bloomfield. 

The following is an extract from the chair- 
man’s statement, which had been circulated 
with the report and accounts for the period to 
March 31st, 1949: 

In the particulars published in September, 
1948, it was indicated that the current profit 
would not be less than that for the preceding 
year, and this has been achieved, as the tradin 
profit for the year of £259,898 compares wit 
a figure of £252,425 in the preceding year. 

axation requires a provision of approxi- 
mately £145,000, leaving a: combined net 
group profit of £115,187. Of this sum, 
£50,889 is the proportion of the net profit for 
the year attributable to the period prior to our 
acquisition of the operating companies on 
September 8th, 1948, and accordingly we are 
left with a balance of £64,298 for appro- 
priation in accordance with your board’s 
recommendation in the directors’ report. You 
will notice that of this balance, £25,464 has 
been retained in the accounts of the subsidiary 
companies. 

With so many complex and uncertain 
factors surrounding the trade situation at 
present you will not expect me to indulge in 
prophecy. I can, however, assure you, from 
the results of the four months’ trading of the 
current year and the orders in hand, and from 
the strong technical and financial position of 
your company, that we are entitled to take a 
confident view of the future. 

The report and accounts were unanimously 
adopted. 





))XCELLENT prospects exist in Pakistan for British business. 
4 English businessman resident therein, who possesses highest 


ritish Company or 
Dominion. 
Write Box E.W.G., 


Duties will \ JORKS 


The post is graded 
Male, £675 to £800; 


Birmingham 30 


MANAGER 

sound knowledge iabour utilisation and methods, rate fixing, 
production management, stores control and relationship with costing 
organisation. Painters’ Brushes and other brushware and component 


rts. Experience 1 
Sauk Trade. Adequate reruneration. 
only, stating age, scope of capabilities, ex 
tary, Christopher Leng & Sons Ltd., 


large enterprise. 
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poe. offers services as personal representative to_old-established 
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Arrangements can be finalised in London in November,— 
c/o 95 Bishopsgate, E.C.2 
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Investment Statistics 


Company Notes 


Pye Limited.—A cross-licensing agree- 
ment has been signed between Pye Limited 
and the Radio Corporation of America cover- 
ing patents television and radio equipment 
and accessories. 

Furness Withy.—Consolidated trading 
profit declined from (£4,341,761 to 
£4,236,563 in the year ended April 30, 
1949. Other income is lower at £459,176 
compared with {£545,779 in the previous 
year. The written down value of shipping 
property and payments on account of new 
tonnage has been increased from £12,420,651 
to £16,503,753. Net current assets are 
lower at £2,405,344 against £5,857,398. 

Gestetner.—Consolidated trading profit 
has risen from {£658,280 to £779,271 and 
net profit from £234,713 to £251,625 in the 
year to August 31, 1949. Export and home 
market sales have been at a record level. 

Tootal Broadhurst Lee.—Consolidated 
trading profit increased from £1,765,745 to 
£1,969,189 in the year to June 30, 1949. 

Trinidad Petroleum Development.—Net 

rofit for the year to July 31, 1949, declined 
com £267,280 two £221,670. The dividend 
of 16} per cent tax free is unchanged. 

Powell Duffryn.—Consolidated net profit 

luding £100,000 (£268,893) not arising 

the year’s trading has declined from 
£939,176 to £652,106 for the year to March 
31, 1949. The latest figure excludes 
“interim income” for the three months to 
March 31, 1949. The dividend for the year 
is 8 per cent. . 

Peninsular and Oriental.—An interim 
dividend of 8 per cent has been declared on 
the deferred stock for the year to September 
30, 1949. The increase from the interim 
of 4 per cent paid in 1948 is not to be 
regarded as foreshadowing an increase in the 
total distribution for the year. 

Associated London Properties.—Con- 
solidated net revenue for the year to June 
24, 1949, amounted to £67,215 (£68,296). 
It is recommended that the dividend be in- 
creased from 4 per cent to 5} per cent. 

Quaicast.—Consolidated net profit for 
the year to June 30, 1949, before taxation 


increased from £320,229 to £409,315. An 
increase in the dividend from 60 per cent to 
65 per cent is recommended. It is proposed 
to capitalise £169,919 of the share premium 
account by way of an issue of 5s. ordinary 
shares on a one for one basis. 

Zinc Corporation.—Consolidated trading 
profit increased from £1,690,076 to 
£2,628,823 in 1948. Consolidated profit 
after taxation amounted to £715,470 against 
£534,120. 


Nchanga Consolidated Copper Mines.— 
The balance on operating account for the 
year to March 31, 1949, increased from 
£814,850 to £1,612,098. Production of 
blister conper expanded from 23,621 long 
tons to 32,876 long tons. 


Tronoh Mines.—Sales of tin ore and 
stock at net sale price rose from £293,869 
to £445,045 in 1948. Profit for the year 
amounted to £345,249 compared wath 
£150,585 in the previous year. 


Capital Issues 


Consolidated Zinc Corporation.—Holders 
of the £750,000 44 per cent redeemable pre- 
ference stock of Broken Hill Corporation 
held by “ outside” interests are offered an 
exchange into one Consolidated Zinc Cor- 
poration 4} per cent £1 preference share 
plus Is. cash for each £1 unit of Broken Hill 
Corporation preference, The offer will re- 
main open until October 10, 1949 (or any 
such later date as may be decided by C.Z.C), 
and is conditional on its acceptance by hol- 
ders of not less than 90 per cent of the total 
preference capital of Broken Hill Corporation 
or such lower percentage as C.Z.C. may later 
decide as sufficient. 

English Card Clothing.—I: is proposed 
to capitalise £49,293 of reserves by the dis- 
tribution of 197,972 fully paid 5s. ordinary 
shares on the basis of one new 5s. ordinar 
share for every £1 15s. ordinary stock held. 


Automatic Telephone and Electric.—An 
offer of 315,621 £1 ordinary shares (the un- 
issued balance of the company’s capital) will 
be made to ordinary and deferred stock- 
holders on the basis of three new shares for 


each £10 of ordinary or deferred stock 
on September 9th. The issue has _ 


underwritten by the Telephone Gener! 
Trust. es 


Allen West.—Permission is bene 
to capitalise £365,625 of reserves by way ofa 
bonus distribution of three 5s. ordinary shares 
for every five 5s. units of ordinary stock held. 

W. & J. Martin.—Ir is intended shorty 
to capitalise £50,000 of general reserves 
apply it by paying up in full 200,000 $5 
ordinary shares to be distributed to ordi 
shareholders in the proportion of one new 
share for each two ordinary stock units held. 

Mawchi Mines.—Applications are invited 
for subscription to an issue of £150,000 § 
per cent five year secured registered conver- 
tible notes at par. The last day for receiving 
applications is October 3, 1949, 

ry Mason (Shipley).—I: is proposed 

to capitalise £17,000 of reserves by way of 
an issue of 68,000 fully paid 5s. i 
Shares to ordinary shareholders in the pro- 
— of one bonus share for every five 
a ° 


New Issue Prices 


"Issue 


Issue | Price Sept. 21, 
i {a) 1949 

Ambier (j.), Deb. 0 paid)....) 1 is ae: 
Assoc. Fisheries, Pref. ......0.. 21° 18 /9—19/3 
Wabcock & Wiles . 2... oo ce5. | 576  63/6—64/6 

Da, 4% Pref. 2... 22.6 sees | 229 19 4)-199 
Barbados Elec., Mref.........- j; 20/6" = 19: 9-2/5 
Clarke (T.), 2’- . nebo ory oe 344-7 
Fattorini, Pref. ... vn ame ox 20/3 2 0—-3y 
Goldthorpes, 1- ... ere 2/3* 2/°4)—2/9ad 
Gray's Carpets, Deb. (£50 paid) 100 45 —48 
Guest, Keen (20,- par ae 37/6 22, 9--23/5 
Lancs. Cotton .........).606. 20/0 313-4 
Liebigs, 44% Pret. ..........- 20/9 20 6213 
Iceland, 4$% (£25 paid) ...... 99 j- 
N. Rhodesia (£50 paid 97 1—F om 
London Asiatic Rubber ....... 2/i 2/6§—2/98 
Preston (1:3, Me's .sccdncessves 10/6 12,0—B 
Rotary Hoes, 5/-.....0+-ecsess 16/0* , 12/0—13/0 
Smith, W. H. (Hid.) A (20/- pd.) 40/0 23/3—22/6 

Do. B (4/- paid) ....6. 260. ' 8/0 | 4/34 

Do. 4}°, Pref. (10/- paid)...) 20/0 | M/3—-LY/9 

a FU UU ca cakdcccsass ; 29/9-30/9 
Standard Fireworks, Pref....... 21/9° 19 6—20/6 
Stilfontein, 5/-.........24-s05- 5,0 16, 9-17/3pm 
Teleph. & Gen. Trust, 34°4 Deb. 1014" 97—101 
Whitbread, Deb. (£20 paid) .... 100 a 
Wilmot-Breedon, Pref.......... | 20/6* | 19/3—20/3 

i 
* Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. 


Notes on the following company reports 


appear in the Supplement: Tootal Broadhurst Lee; Furness Withy; Gestetner. 


|) Price, 


Price, Vieid, Yield, Prices, 





wet (Toss 








{| 


, Last Two Pri Price, | Yield, 
Year 1#9 =, Name of Securit : Sept.21, Sept. 21. S Year 1949 = 4 . ils ee Sept. 21) al, 
H ty (Sept.14, Sept.21, Sept. 21, Sept. 21, : | Dividends | Name of Security t. 14, Se; 
i 949 a oe adhe i 
Jen. 1 toSept.2i) i 949 1949’ 194g | Jan.2-Sept.21 | 9") 199 199 
“Tk (nm) | High Low a i 
BR H UNDS ii Pei a Gs: ea dd, | 
100 1004, [War Bonds 24% Aug. 1, 1949-51) 100 100s: 18 10 2 3 OF a 7 % | OTHER SECURITIES | qe 
l 99% Exch. Bonds 13% Feb. 15, 1950)| 100 © 2 3 1 111] 106 944 , @) | @) ‘Australia 31% 1965-69..... 9 | 99 6 4 
2 i i\War Bonds 24% 1, 1951-53, 100 100} ,1 2 8 2 5 64 103 91. @ | @ | Birmingham 23% 1958-87. | 97 2 0 
1034 | \| War 24%, Mar. 1, 1952-54) 100, 100) |1 3 912 6 64 8 5h) BO ce! 50 c | Anglo-American Corp, 10): bl 110 
104% | i War 34% (after Dec. 21,1952), 95 95 206 °313n 9% 6 2 @ 25 6) Anglo-Iranian Oil, {1......) mm) 7 " ; 
1038 | ‘War Bonds 23% Aug. 15, 1954-56, 1 1003) |1 6 5'2 9 34 803 696 106) 8 @ Assoc, Electrical, Ord.fi...| 74/ T1/oxd) $10 
\Funding 28% une 15, 1952-57..) 101 oat /1 6 7 212 14 82/6 69/6 | p'S ©) Bde) a 11/- 77/6 816 : 
ist Nat. Det. 3% July 15, 1954-58../ 102 | 102} (1 7 8 215 0433.10) 22,6 40 €| 4 c) AustinMotor,‘A’Ord.Stk.5/- 28/- | 28/9 $B : 
196 100 || War Loan 3% 1955-59... 10ljxd 102xd/1 8 6 215 Of 81/-| 68/9) 7 a 7 6 Barclays Bank, Ord, “B’ {1./| 71/6 /6 | " S 
ii | 96) 'Sav. Bonds 3% A 1955-65) /114 4 3 1 84 181/9 142/6 | #25 ¢! 15 @ Bass Ratcliff, Ord. f1...... | 143/3 | 6 i398 
95} Funding 2}%, prilts 956-61... Q7ixd 97ixd 111 5 214 Of 104/44 90/-) 126! 8 a|/British fill!) 93/9 /3xdj 4 3 
1048 | | Funding 3% April 1 ss xd xd 11610 3 4 3/ /9 32/~-|) 88 3/- | 6 \42 
107. | Funding 4% May 1, 1960-90... j 209, 209 27 6 S$ SF 54 30/-| 23) The, 'Disti (pe 
its Sav. Bonds 3 1, 1960-70./ 95 = (118 1'3 5114 34/- 27/3!) Be ‘Dorman Long, Ord. £1... $4 
0 Sev, Bonds 23, y 1, 1964-67. 925 | /21621;3 1.14 77/-' 596) We - | (42 
1 107} | Vict. Bonds 49 1920-76, 1 109 (1201) 3 411%) 49/46 404) 3a) 4 6 
Me Sav. Bonde 3 75.| 931 | 93 |119 7 3 7214 6 | 48 | 13g@| 28} 0 \Imperial Tobacco, f1...... $8 
110% 102} | Consols 4% ( 104 | 1048 6-112 7 3 8 74 47/3, 306 We! 6 3 
107 yea. &? (after Apr. 1, 1961)... 96xd | 96gxd 112912 312 6/f 51/6! 41/3) We 44 
at | 'Treas, StK'2)% (alter Apr. 1,1975)/ Tixd | 70fxd 11810 310 7/ 63/1) 52 15 ¢. He 
1005 Treas. Stk. 3% ter Apr. 8, 966). 85jxd 85xd/ 11810 310 6f| 53%, 33/9) The bs 
1024 | i Stk. 3% Oct. 1, 986-86 Qixd | %xd 119 6 3 8 7H 52/3) 42/6) Wa) 18 e 
sk = 6H ah cecgsmenkh- Soap xd 11711/3 Bf 34) 278 | ATIC 177 aa ; 
03 | Beit. El %, Gd. Apr. 1, 1968-73) 4)xd xd. 119 1/3 7 04 57/9 ~| 3he a tt 
O5¢ | 91h Brit. El. 3% Gd. Mar. 15, 1974-77, 93, (lig § 7 84 78/1| 57/6 | a 32 
mit | fal uot apt su caw E lee) sefea Stina ta 2 $F od op | ooh | ts fia 
101 Br 59 + j| Olt | She 2 0 0'3 9 7 es ne, ee 2 
the l da 


fs) Interim. 
redemption date 


() Final. 


t Free of tax 


(2) Whole year. (d) Int. paid half-yearly. () To tates 
is) Yield basis 12% (p) Plus tax tree bows 4% 
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CHANGES IN DEBT ({{ thousand) 














































































held EXCHEQUER RETURNS BANK OF ENGLAND 
deeg Receiprs PAYMENTS 
neraj For the week ended Ses Lane total ae eerie: “ Net Savings aos Gast. = 
linary revenue was £44,183,000, against dn ! % Def, Bee 
wight ordinary expenditure of £73,410,000 and issues CD or 15.594 af dey howe si “42 RETURNS 
to sinking funds £350,000. Thus, including Peet eee pret a] 12,463 
of a sinking fund allocations of £8,197,000, the deficit Ways & Means Ad- 
lanes acerued since April Ist is £379,000 against a aie s cc. 10,675 September 21, 1949 
acer ‘ : ember ’ 
hid. surplus of £215,959,000 for the corresponding Treasury " Deposit 
oruly period a year ago. oF Receipts ....... _ 82,000 
and 111,435 76,025 
) Ss. ORDINARY AND SELF-BALANCING REVENUE seeks ISSUE DEPARTMENT 
ND EXPENDITURE f 
nary - Notes Issued: ‘ } Govt. Debt... 22,015,100 
7 epee eta FLOATING DEBT ame FSO re Es 0 
Exe: 7 ; Secu vet »250, 
ited (¢ thousand) (£ million) partment .. 82,808,034 | Other Secs... 742, 536 
| Estt- 1 April | April Coin (other 
0 5 Kevenue ; mate, | , Week | Week g 12,028 
ver. 1949-50 aw Amt. of Fid. ib 
. j to | to fended end cd ioe 000,000 
mm os) |e ee ca is 
as 1948 | 1949 | 1948 | 1949 oleal ag 
r of neh | Depts. oz. fme)..... 356,823 
Tax... .« M490000) 382,291 367,953) 6,727 7,543 canis 
lary Jocome Tax... --. Pro wee eB 1350,356,823 | 1350,356,823 
a Fetate-ete, Duties 176,000] 84.950 85,800} 2,750. 4,300 
" Prete x) agosoaq] 8810) 119.260) 4,800, 5,600 BANKING DEPARTMENT 
ofits Tax . 58,810; 119,760] 4,800, 5, : : ; 
- ts Tax ...- 1 | 240,00 55,450, 21,800 2,800, 900 ae | 0-25 005- N | N 
Other Inland Rev. | 1,000 100) BO 10, aes ” id : 4; £ 
SpecialContributn, } 25,000) 12,950! 12,900 900; 400 : 345-2 i Gres sis oid ‘Paasaes | Govt. aoe... eee 
Total luiand Rev. 2085500) 644,936, 664,093) 19,587 20,143 » 4 2210-0 | 2281-5 -s 2-0 Public Deps . 36,944,550 | Deecounte and sei ios 
— -- . ee ne Erman ” 4 = wc Aces 7 | VANCES... i 
Customs. . 4+... +. | 829,650] 381,260) 367,982] 14,672) 15,136 |» +30] 2210-0 | 2266-2) 335-5 |. H.M. Treas. | Securities... 92,469,259 
: RDS. sonekes 663,600) 356,400 315,700] 3,600) 3,500 hug 331-1 Special Acct. 25,352,650 
se ; Te Smee eyes eet ? 312-6 si | 
Total Customs & [ o r~ Other Deps.:- 389,763,709 | 
3 7 418,272) 18,636 |» 326-3 | 1-25 Bankers... 293,659,120 | Notes........ 82,808,034 
6 Spee «:--- «oS eel ” 3108 | + Other Accts... 96,104,589 |Coin..-...* 5,346,463 
9 Motor Duties .| 54,0008 9,454 9,366 } * ‘ eeneeerncrnionmes | Vatianiiiadteuighneigenad 
3 Sarplus War Stores, 44,000) 22,376 47,427 .. | Stink aakasie-e eee a oe 445,222,508 | 445,222,508 
/ Surplus Keceipts} t ” : “a . : e j 2 ? Cetiiataricntrs 
Io} — Trading..} 18,00 826, 4,045 ... ak » 17] 2490-0 2272-2) 346-4 | 15 of ae ee ee 
nd P.O. (Net Receipts)} —_... 760 200)... 200 
Wireless Licences. | 12,00, 3,300, 5,690] ... sab 
; Crown Lands..... 1,000 390) BCs eer 
: Receipts from) } 
> Sundry Loans..| 20,000, 9,074, 10,404 ... |... TREASURY BILLS COMPARATIVE ANALYSIS 
; Miscel}. Ke cetpts . « | 50,0 00 75,853, 28,10 5B 1,368, 5,204 ra million) £ million) 
: Total Ord. Rev... 3777750)1484629 1451294] 39,228, 44,183 
) SeLF-BALANCING 
Post Office....... 159,630) 68,600 72,1 
Income Tax on! j 
E.P.t. Refunds| 5,700] 3,640, ad 
: meer ei ieee ea 1272+ 51269-7)1267-5 
a ik 394308011 556869 15280751 41,435 46,720 3-31 | 56 | 
—_— 77-7 80-6 82-8 
sitet lo 5-92 | 5 
: aot 10 5-52 41 1299-2 349: 3/1349:3'1349-2 
payments 0-7 0- 0-7 
1 (¢ thousand) 
‘ BT est. [acct Apri July zie oon | & 178/4 172/35, 1787/3, 24870 
Expenditure | ot, 2 i Week | Week - 1 170-0 295-8 19 §-56 $ 
e 0 ended | ended 22 . * ‘ 
t. | Sept. t. | Sept. re 90-0 | 321-6 10 4-99 , 8-7, 11-6 
9 17, st sr a -7, 9-7) 25-4 
‘ 1948_| 1949 } 1948 | 1949 | aug 5 | 200-0 | 309-4 10 5:36 61 291-5, 293-6 
ORDINARY o» 12 | 210-0 | 275-7 10 6-03 3 91-3, 96-1 
EXPENDITURE w» 19 | 200-0 | 287-4 10 5-64 401-2) 426-7 
‘ : Int. & Man. of ws 220-0 | 263-5 1 5°33 “4 
Nat. Debt..... 485,000) 239,051; 235,199 2,306) 2,310 303° 6, 318-4 
Payments to N. Sept. 2 | 220-0 | 305-9 10 2-58 | 89 6-5, 16-2 
jland........ 00g 8,792) 14,184... |... » .9 | 230-0 | 280-6 10 3-23 | 76 23-8) 22-4 
Other Cons. Fund | » 16 1220-0 | 261-9 10 3-46 8&0 333-9) 357-0 
Services ....... 12,000, 3,327; 5,029 102, Sot ne a eons 85: 88-1 
: | On September 16th applications ills to on] i 
, Total . ap ..... | 527,000 251,170) es aie ae setae Tuesday, Wednesday, Thursday, Friday and Proportion ".....eseee0+ 4. 2 6 
; 3 Supply tone .. (SOBSTY ee : [oe Saturday were accepted as to about 80 per cent of the 
: ‘ Total Ord. Expd... |33297071260601)1443475 75,408) 73,410 | amount applied for at {99 17s. Sd. and applications at * Government debt is £11,015,100, capital £14,553,000. 
' Sinking Funds...) ... 8,069, 8,197 ... 350 | higher prices were accepted in full, £230 million (maxi- | Fiduciary issue raised 4 Fe3bo million to P350 
Total (excl. Self mum) of Treasury Bills are being offered for September 23rd, | million on July 6, 1949. 
Bal. Expd.). s a 332970711268670|14516721 75,408) 73,760 | For the week ended September 24th the banks will not be 
fore for Treasury deposits. 
t ie: F-BALANCING “i ne aol ase oe GOLD AND SILVER 
t Office....... | 159,6 0 , 100 | The Bank of E 's official buying price for gold 
; to. = TERLING EXCHANGE RATES was raised from 172s. 3d. to 248s. Od. per fine ounce on 
EP-T. Refunds | 5,70 3,640] 4,681} 1071237 8 Ecprember Iomh and te sng price to futhorued dake 
: 5 340910! a7 from 175s. Od. to 252s. Od. per ounce. Spot 
; ad 1340910 1528453] 77,615) 76,297 ; aia 
‘ A | | Old Rate | New Rate pere os follows : 
‘ After decreasing Exchequer balances by £289,900 to ae a ae 
“ 2,914,913, the other seontiane. far the ‘perk increased ee SILVER Goup 
the gross National Debt by {35,409,057 to £25,380 million. | Belgium & Luxemburg frane a 0 : EN caper a 
Camada ..,......... ‘ . | 
7 London |New York) Bombay Bombay 
} Se, RECN TS 15 Conn eed ingchage hi ahem 33,000 42,000 ounce|per ounce per 100 tolas| per tola 
; Cotton (Centralized Buying) Act, 194%, s. 21(3).... 4,500 a . : : : : ; ; : " g : d rial 129 90 
N.W. Indies ........ florin 7-60 5-28 
; NET ISSUES (¢ thousand) Pakistan ....... vos 1/6 as 4 : 113 «(13 
4 s yw ms Telegraphs ...... MD tiss Sack oe — bine ars “: a * 
: aE d. ROMUMAS. 2... es oie ve yeees eteb et decse GED BMW Eee, Pe meetens ; 
{ Local Authorities Loans Act, 1945, s. 3(1)........ 6,250 ponnenesehes on oo pu” ” 
' War Damage: War Commission, ....... 3,000 ee aberdeen pee 17-35 ‘ . 
mance Acts, 1946 and 1947, Post-war credits... 282 | Switzerland ........ or es a? 
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Trade with Canada 


We provide a complete and informed banking 
service frr foreign traders through branches 
from voast to coast. Correspondents the 


world over. 
Lonr'on Offices—6 Lothbury, 
E.C.2. 


E. B. McInerney, Mgr. 
2-4 Cockspur St., $.W.1. L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA Over 700 branches in 


Head Office : Montreal Canada, the West Indies, 


gy in New York and Central and South America. 


Incorporated in Canada in 1869 with Limited Liability. 


B. W. BLYDENSTEIN & CO. 


Established 1858 
BANKERS 


We specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, E.C.2 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 1 
€ 46,000,000 
£107,000,000 
€ 196,000,000 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED 
CLAIMS PAID EXCEED 


(1948 Accounts) 





‘HE Civil Service Commissioners invite applications for permanent 
appointments as Assistant Experimental Officer to be filled by 
competitive interview during 1949. Interviews will be held shortly 
after the receipt of the completed application form and successful 
candidates may expect early appointments. 

The posts are in various vernment Departments and cover a 
wide variety of scientific’ (including engineering) qualifications. 
Places of work are spread throughout Great Britain. 

Candidates must 7 at least 174 years and under 26 years of a 
on August 1, 1949; time — on a regular e ae ement in H. 
Forces may be deducted actual ates must have 
obtained the Higher School Certificate wit ‘mathematics or a science 
subject as a principal subject,.or an equivalent qualification. Higher 

oops, Se be regarded as an advantage to candidates over 

® age o 

The inclusive London salary scale (men) is £230—£490. Salaries for 
women and for posts in the provinces are somewhat lower. Super- 
annuation provision is made under the Superannuation, Act, 

Further. particulars and ‘Selenite of application from the Secretary, 
Civil Service Commission, Scientific Branch Grosvenor Square, 
London, W.1, quoting No. Completed application forms should 
be returned as soon as ee le. 


MURRAY-WaTSON 


Advertising & Marketing 


Home and Overseas 


ty SOUTH MOLTON STREET, LONDON, W.r. GROSVENOR 4508-9 
DUDLEY. WORCESTERSHIRE: DUDLEY 4160 








~ “Printed in Great Britain by St: CLEMENTS Press, Lrp., Portugal 
at 22, Ryder Street, Se. James’s, London, 3.Ww.a. 








St., Kingsway, London, 
‘US. Representative: 'R. S. Farley, 111, Broadway, New York, 6.—Saturda®, Scayember 24, 1949. 













THE HONGKONG AND SHAN NGHAI 
BANKING CORPORATION 
Vhe Liabitity o: Members imtes ‘svar tae ee 
RESERVE I IABILITY OF MEMBERS. - 
RESERVE 1 1A Head ¢ ° 


THE ECONOMIST, September 24, 1949 
neorporated in the Colony of Hong Kong) 
of 
caer. ISSUED AND FULLY PAID UP 2 oa 


ze HONG KONG 
Chairman and ‘hief Manager: Honovrasiez Sm OBR, 
Office : 9, Gracechurch Seter 
London Managers : 3. A. Gray A. M. Dose 
BRANOHES - 














CURMA CHINA (Con. INDO-CHINA MALAYA (Coa) NO 

—S eS. ee 
jwatow on 

CEYLON Tientain JAPAN Malacca 

Colombo Tsingtao Maar 





RUROPE 
Hamburz 

Lyous 

HONG KONG 

Hong Kong 
Kowloon 

Mongkok 


INDIA 
Nanking —e San Francie: 


BANKING. ‘Susiness OF EVERY NO TRANSACTED 
2 Sey eae S as Trustees and Executor: is sje undertaken by the Bank’s Tranter 


Companies in 
HONG KONG LONDON SINGAPORE 


DEN NORSKE CREDITBANK 


Established 1857 
Oe iE hy A) 




















OSLO, 
NORWAY 


Branches: Arendal, Flisa, Grimstad, Kongsvinger, Larvik, 
Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
“* Creditbank ” Telephone: 


Telegraphic Address: “42 18 20 Oslo 












A®, INTERESTING EDUCATIONAL APPOINTMENT IN 

INDUSTRY is about to be made by a large industrial concern 
near Chester which has established an educational and training 
organisation on a considerable scale. 

A lady of good general education is now required to organise and 
conduct the training of typists, comptometer operators and — 
office staff. Previous office and teaching experience would an 
advantage. 

Applicants should write sending full details of edu 
experience to Box 3023, c/o Charles Barker & Sons, Ltd., 
Row. London, E.C.4 


ion and 
, Budge 


OBSON, MORROW & co. require the ‘services of an 
man, Charterea or Incorporated Accountant, 

experience, Age not over 37. The successfu 
trained as a specialist in the installation of accou 
management control Four-figure commencing 
prospects. Send full particulars of age, educatio f 
experience and present salary to Robson, Morrew t& Co., 59, 59, New 
Cavendish Street, London, W.1, marking envelope * ‘ Application.” 











XPORT SALES MANAGER. —Responsibility for or an 
4 administration of Export Sales Department; and 
overseas markets regularly in turn with Assistants. 
Painters’ Brushes and other brushware. Adequate nr 
and assistance. Reply letter only stating age, 
linguistic capabilities, etc., in confidence to The 
tenet Leng & Son, Ltd., Hazelwell Brush Works, Birming - 
m, ’ 





ie 


[_PETOR-JOURNALIST has heen days weekly a tor 
publicity or editorial work. Science degree, wide 
of industry. Not stunt artist or higa-+pressure salesman writer 


of established ability and reputation, aap 7 tions to itor,” 


Rang & Apsimon, 43, St. Martin's Lane, . x 


Fe" SALE: complete set bound ‘Vorumes ot Bconomist, 1982-45. 
—Offers Box 211, 
YCONOMISTS, August, 1945, to Tae. 1949, complete with Indexes 
4 (except Jan.-June, 1948).—Offers; to Box 210. ae 


. graduate (25), B.Com.Sc., knowledge of Spanish and 
Portuguese, seeks interesting post or traineeship in c 
or industry. —Reply Box : 204 


ANNUITIES 
The safest and best investment. 


mpte austations 'f pa. 
ute half-yearly. (M = Male. c- e 


Fag (i) i) SINGLE whol 
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F 55, £5 19s. 8d. M 65 and F 60, £6 
TECTED ” (payable for life, but f 
assessable for tax on interest content 
M 65, £7 2s, 8d. F 65, £6 13s. 10d, 

sionary, copied redemption, etc.) an 
Economist, 22 Ryder eet, London, 


~~ GTWER NOTICES APPEAR ‘on “PAGE 701 
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